2/5/79 [9]

Folder Citation: Collection: Office of Staff Secretary; Series: Presidential Files; Folder: 2/5/79
[9]; Container 106

To See Complete Finding Aid:
http://www.jimmycarterlibrary.gov/library/findingaids/Staff Secretary.pdf



http://www.jimmycarterlibrary.gov/library/findingaids/Staff_Secretary.pdf
















,
R
. a————
B )

THE WHITE HOUSE \

WASHINGTON

Feb. 5, 1979

The Vice President
Hamilton Jordan
Stu Eizenstat

Tim Kraft

Bob Lipshutz

Frank Moore

Jody Powell

Jerry Rafshoon ¥
Jack Watson o o

Anne Wexler , _ .
Jim McIntyre. £
Hugh Carter
Alfred Kahn

Re: Cabinet Summaries
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The attached was returned in the
President's outbox today and is
forwarded to you for your personal .
information. : S
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THE WHITE HOUSE
WASHINGTON

2/5/79

Secretary Andrus

The attached was returned in the
president's outbox today and is

forwarded to you for appropriate
handling. : - '

Rick Hutcheson
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THE SECRETARY OF THE INTERIOR / Mﬁ‘ﬂ/
" WASHINGTON
. ptxf”"“"
February 2, 1979 7% f W,éer
¥l
MEMORANDUM TO THE PRESIDENT \ ‘ﬁjyl
- From: Secretary of the Interior
Subject: Major Topics for the Week of January 29

The San Antonio Mission issue is heating up with the Texas
delegation because of our position not to spend money on

active church properties. The media is trying to compare 7
this position with your statement that Ebenezer Baptist ,
Church should be an Historic Building. Their twist will

be that we can do it for Bantists, but not for Catholics.

Jody and Anne have been alerted to the poss1b1]1ty of a
problem, _

Alaska hearings are moving wel] but we will experience
the expected opposition.

Other issues are minor, I hope.
STy

CE D. ANDRUS

Electrostatic Copy Made
$or Preservation Purposes
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U. S‘DEPARTMENT OF LABOR @
OFFICE OF THE SECRETARY
WASHINGTON

February 2, 1979

MEMORAND.UM FOR THE PRESIDENT Q
FROM: SECRETARY OF LABOR, Ray Marshall °

SUBJECT: Major Departmental Activities, January 29-
February 2

Continued discussions with union leaders on the
inflation program. In order to continue the effort
to get cooperation from major unions that are bargain-.
ing this year, Jack Gentry and I will meet over the
next two weeks with David Fitzmaurice, President,
International Union of Electrical, Radio and Machine
Workers and Peter Bommarito, President, United
Rubber Workers. ” :

Attempt to develop further support for undocumented
workers legislation. I continue to believe that this
problem is one of the most important for our country
to resolve. Stu Eizenstat and I have met with the
Attorney General. I have also discussed the issue <
with Senator Kennedy, the AFL~CIO and other members
of Congress. Senator Kennedy remains cautious but
has agreed to work with us. The unions will be more
supportive than I expected.

Electrostatic Copy Made
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“THE ‘SECRETARY OF TRANSPORTATION

WASHINGTON, D.C. 20590 ( L

February 2, 1979

~

: ret"?
SUBJECT:  Significant Issues for the Week of January 29

MEMORANDUM FOR THE PRES1B

THROUGH: Rick Hutchef
FROM: Brock Adams

9 A3ré

Amtrak Route System Report Follow-up - On Monday I reviewed with Stu

Eizenstat and Ham Jordan the significant proposals and cost-savings
implications of the Final Amtrak Route System Report. I also outlined

a three-part program to revitalize our national rail system. This <
program follows on the rail deregulation efforts we initiated last year.

I informally discussed these proposals with Senators Byrd, Bayh, Magnuson,
Long, Cannon and Congressman Staggers prior to announcing them in

New York City on Wednesday. In addition, my staff briefed in advance

all interested Members of Congress, Governors, and Mayors, We are also

in the process of briefing key editorial boards across the country.

Urban Policy Initiatives - My staff met with Jack Watson last week to
discuss the Transportation Urban Initiative portion of your Urban Policy. .
We are in agreement that joint development, terminal and mass transit
projects,as well as other select transit enhancements will be eligible

to compete for the $200 million of funds available for this program.

I anticipate that Jack and.I will make a joint announcement of this
program at a press conference late next week.

New Automobile Initiative - Following up on my challenge to the auto
industry to develop a new car for the future, I have invited scientific
and technical experts from around the country to a two-day conference in
Boston in mid-February. I will also be going to Michigan later this
month at the invitation of Henry Ford and Pete Estes to visit the Ford
and GM automotive research facilities. We appreciate the assistance
Frank Press' office has given on this effort.

State Legislation to Revoke 55 MPH Speed Limit - Legislators in ten
Western States have introduced or are preparing measures to increase p
the speed 1imit to 65 or 70 mph - Wyoming, California, Colorado, Texas, -
. Washington, New Mexico, Nebraska, Nevada, Montana and Oklahoma. The
Wyoming State Senate passed a bill last week raising the speed limit to
65 mph by a two-to-one margin.

Electrostatic Copy Made
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Federal law requires that I withhold all Federal-aid highway funds from

a State which does not have a 55 mph speed limit, I have sent telegrams
to Ed Herschler, Governor of Wyoming, and Thomas L. Judge, Governor of
Montana, explaining this. Seme Western State Legislators are coordinating .
their efforts.in‘an attempt to develop a united frontto make it more
difficult to withhold the funds. We are working with the private sector,
safety, transportation, and medical assoctations and communicating with
1egis1ators and Governors on the energy and 1ife-saving benefits of 55 mph.

Vice Premier Deng - China Relations - Members of this Department met last
September with local officials trom a number of Chinese cities to discuss
technical assistance on Chinese transpertation problems in aviation, mass
transportat1on, inland waterways and merchant marine service. We a1so had
discussions regarding merchant marine shipping with both American companies
and the appropriate Chinese officials. '

At breakfast this week, Vice Premier Deng indicated an interest in aviation
navigational aids, as: well as mass transportation, I have been invited by
the Chinese Ambassador te visit China. I -have also promised the Russian :
Ambassador and their Minister of Railway that I will visit the Soviet Union
to replace the trip which was previously cancelled by the State Department
last year due to foreign relations ‘considerations. We have available air
navigational equipment through the Federal Aviation Administration which
can be flown into China together with staff, We have reliable information
through the International Civil Aviation Organization that the Chinese will
be coming to ‘the Paris Air Show in June prepared to make substantial
purchases. My visit to the PRC prior to that time would give the U.S. a
dectded competitive commercial advantage. .

I wou1d hope you wou1d encourage your National Secur1ty Council staff to
approve my visit to China on March 15-26, and that I can receive approval
to visit the Soviet Union in late August, so that I may answer the requests
which have been made. I will discuss this with Michael Oksenberg when I am
travelling to Seattle with the Vice Premier. Perhaps we should personally
discuss this next week, if you have any questions regarding it.



THE WHITE HOUSE

WASHINGTON

February 2, 1979

a

MEMORANDUM TO THE PRESIDENT

\

FROM: Frank Press ‘f'mé—
SUBJECT: Science Adviser's Report

US-USSR S&I' Cooperation: I leave today for the USSR to spend a week
negotiating areas of cooperation for next year.

US-China S&T Cooperation: Now that the agreement has been signed, we
are preparing for new areas of cooperation in addition to the Energy,
Space, Education Exchange, Agriculture agreements. These include
enviromment, health, natural resources, navigational aids.

Regulations of environmental cancer-causing chemicals: We are working
with the regulatory agencies and the research agencies to stimulate

a uniform Federal framework for adequate scientific assessment of

risk (Stage I) and benefit/cost analysis of regulatory options (Stage II)
across the Government. Our goal is to awoid costly standards with

poor scientifie foundation.

Ethics in Government Law: We are working with Bob Lipshutz and with
agency heads and general counsels to prevent an exodus of top technical
managers and scientists from the Government before the June 30
activation date. As of now, many of your key appointees are worried
about their ability to earn a livelihood in university or industry -
after- their term of office is concluded. . Of course, we support the
intent of correcting the ''revolving door'' abuse for personal gain.

The Cabinet-level Industrial Imnovation Review is entering the final
stage following completion of outside review group and agency studies.

We will devote major attention to this in February and March, formulating
options for your review. Our goal is to put the Govermment in the
position of stimulating immovation, increased productivity, and a

more competitive product line by U.S. industry.

Basic Research Initiative: Your strong support of research in the FY80
budget is receiving enthusiastic response from industry, the research
universities, and the media. We are gearing up to protect your initiative
as it works its way through Congress.
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4. Proposed Regulations for Existing Facilities: The Department this
week published in the Federal Register its proposed regulations for
‘existing facilities under the Powerplant and Industrial Fuel Use Act of
the National Energy Act. In general, the regulations forbid coal-fired
powerplants from switching to oill as the primary fuel and establish the
framework within which existing powerplants and large industrial installa-
tions could be ordered to switch from oil to coal as the primary fuel.
These regulations would continue a policy favoring energy sources other
than oil and gas wherever possible. However, where a. powerplant or major
fuel-burning installation, in the short term, is limited to a choice
between o0il or natural gas, natural gas is the preferred fuel.




Department of Energy
Washington, D.C. 20585

February 1, 1979

MEMORANDUM FOR: - THE PRESTDENT
FROM: , JIM SCHLESINGER
SUBJECT :  Weekly Activity Report -

January 27 through February 2, 1979

1. TIranian Contingency Response Plan: The Department Is in the process
of developing a time-phased plan of response measures which will be scaled
to the severity of the developing world and domestic oil shortages resulting
from the Iranian political crisis as well as the possibility of other
assoclated supply disruptions. The options being considered for the plan
include oil to gas switching, SPR diversion, power wheeling, oil to coal
switching, deferring environmental controls, drawing down of SPR and
mandatory commercial and public building thermostat controls, and other
steps. As a part of this plan, we are also clearing for transmittal

to the Congress other mandatory conservation plans and a gasoline
rationing plan and we have published fuel allocation plans. These latter
measures would be used if the world oil situation worsens substantially.
We expect to have the plan ready by the middle of the month.

2. Aviation Gasoline and Kerojet Fuel: On January 31, 1979, I forwarded .
to Congress a propoesal to exempt aviation gasoline and kerosene~base jet
fuel from mandatory price and allocation regulations, which have been in
effect since the 1973-74 o0il embargo. As a result of deregulation, DOE
projects that prices for aviation gasoline and kerojet fuel will not rise
significantly if supplies remain adequate. In the event of a future
supply shortage, DOE will retain the authority to reimpose controls. On
January 12, 1979, DOE adopted standby product allocation and price regula-

tions which could be ordered into effect for kerojet and aviation gasoline
if the need arises.

3. Environmental Impact Statement on Motor Gasoline Deregulation and the
Gasoline Tilt: On January 29, 1979, the Economic Regulatory Administration
issued a notice of availability for the final Environmental Impact
Statement (EIS) on Motor Gasoline Deregulation and the Gasoline Tilt.

The EIS concludes that, if supply and demand remain in balance and certain
reasonable assumptions are made about potential crude oil and refinery
operating costs increases, under continued regulation prices of gasoline
will increase by as much as 9.0 cents between now and the end of 1980.
Under the tilt proposal, the increase could be as much as 12.4 cents per
gallon, and under deregulation up to 12.8 cents per gallon. A 30-day
comment period is required under the National Environmental Policy Act.
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1 N FEutrirormrental Protection Agency ,
%L - méﬁo Washington, D.C. 20460

February 2, 1979 . .
The Admintstrator

WEEKLY REPORT TO THE PRESIDENT

FROM: Douglas M. Costle

On Tuesday morning the four IRLG agencies -- EPA,
OSHA, FDA, and CPSC -- are releasing a document which
describes how they identify-and evaluate potential
cancer-causing substances. Senior scientists from the
National Cancer Institute and the National Institute of
Environmental Health Sciences assisted in preparing
this document. We consider it to be a significant
example of interagency cooperation, and a major step
forward in our efforts to develop a government-wide

cancer policy under the auspices of the Regulatory
Council.
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Community WASHINGTON, D.C. 20506 A0S
Services Administration |

February 2, 1979

MEMORANDUM TO THE PRESIDENT

Attention: Rick Hutcheson, Staff Secretary

FROM: Graciela (Grace) Olivarez, Director
Community Services Administration ~/

SUBJECT: Weekly Report of Significant Agency
Activities (January 29 - February 2, 1979)

Crisis Intervention Program

The Communtiy Services Administration (CSA) has made a
grant of $12 million to the State of Illinois for emer-
gency assistance toward alleviating the hardships caused
by recent severe weather conditions. In addition, CSA
is reviewing requests for supplemental emergency assis-
tance from Oregon, Missouri, Iowa, Illinois, Wisconsin
and Connecticut. This agency has already distributed,
among 45 qualifying states and the District of Columbia,
$43 million of the $200 million Crisis Intervention Pro-
gram. Moreover, CSA and the Administration for Native
Americans has concluded an interagency agreement which
will provide emergency assistance to eligible Indian
households

Fiscal year 1980 Budget

The Director of CSA will be appearing before the Senate
Appropriations Subcommittee on Labor-HEW at 10 a.m. on
February 7, 1979. The Community Services Administra-
tion will be the first federal agency to testify before
the subcommittee on the Fiscal Year 1980 Budget Requests

Small Farms Conference

The attaehed summary report on the Small Farms Confer-
ence is a consolidation of regional conference reports
previously forwarded for your information. Among other
things, it includes a status report of followup activity

designed to implement the recommendations developed at
the conferences.
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THE SECRETARY OF COMMERCE

WASHINGTON, D.C. 20230

AR

February 2, 1979 FYI

REPORT TO THE PRESIDENT

Although the $28.5 billion trade deficit in 1978 was a record, the
December deficit of $2.0 billion was consistent with the improving
monthly trend which began in May. I expect this trend to continue,
reducing the 1979 trade deficit to perhaps $20 billion. Further improve-
ment in the key manufactured goods trade balance is in prospect, and the
§11.6 billion deficit with Japan should also improve this year. Initia-
tives taken in 1978 to reduce the deficit with Japan and the depreciation
of the dollar against the yen contributed to a reduction of the deficit
from an annual rate of $12.7 billion in the first quarter to a rate of
$8.8 billion in the fourth quarter. This improvement should continue,
but to ensure it we must persist in expanding and solidifying our export
gains to Japan and worldwide. '

The index of leading economic indicators declined by 0.5 percent in
December for the second consecutive month.  This reflected weakness
primarily in the financial components of the index, one of which is
biased somewhat downward by a recent change in banking regulations.

The Bureau of Economic Analysis 1s considering steps to remedy this
distortion. We do not believe that the weakness of the leading indica-
tor index foreshadows .a recession at this time. Its recent behavior is
consistent with our expectation of slower economic growth.

The seven-day public symposia on. industrial innovation conducted over
the last two weeks resulted in high-~visibility, substantive exchanges
which enhanced the credibility of the Administration in this Domestic
Policy Review process. Panel particilpants included senior representa-
tives from industry, labor, academic and public interest groups, and
representatives from more than 16 Federal agencies. The more than

750 attendees were mostly senior business executives, but also included
were approximately 45 Congressional staff members and 32 media repre—
sentatives. The final report will be delivered to you on April 2, 1979.
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“WTHE SECRETARY OF THE TREASURY

WASHINGTON ( E .

February 2, 1979

MEMORANDUM FOR THE PRESIDENT

Subject: Highlights of Treasury Activities

1. THE DOLLAR

The tight budget that you submitted to Congress has
had a good market effect. Corporate demand for dollars
has resumed and the dollar has strengthened. In this
stronger dollar environment, the Treasury and the
Federal Reserve have been able to make substantial
repayments on swap indebtedness.

Our sale of two billion Swiss franc "Carter Bonds"
was very successful. We received 5.2 billion Swiss
franc in subscriptions. The proceeds of the issue were
received last Friday. - ’

2. CHINA

I met twice with the Foreign Minister to negotiate
the claims/assets problem. The Chinese position was not
as simple as Deng had portrayed it in our Tuesday morning
meeting, but we made some progress. I will be consulting
on the Hill during the next two weeks in order to develop
the position that I will take on my trip to Peking.
Resolving this issue will not be such an easy task.

3. RWI

Charlie, Fred, Ray and I testified on RWI this week.
Treasury is lobbying intensely with Ways and Means; positive
momentum is building. I am working hard to pick up some

support by the unions. :

W. Michael Blumenthal
Electrostatic Copy Made

for Preservation Purposes
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“IHE SPECIAL REPRESENTATIVE FOR
TRADE NEGOTIATIONS
WASHINGTON

20506

D

February 2, 1979

MEMORANDUM FOR THE PRESIDENT

From: Ambassador Robert S. Straus

Subject: Weekly Summary

I am dictating this Friday mid-afternoon from Houston,
having just returned from the space center with Vice
Premier Deng. As you probably have already heard, the
Atlanta stop was excellent, press and public response all
good. While it may have offended some people, we even
managed to take care and see that a few old friends of yours
like D. W. Brooks, were involved. Governor Busbee had 17

. governors from across the country there and I think the
half hour spent with them was most useful.

The Houston portion is going equally well. You will be
pleased to know that Governor Clements joined the welcoming
party at the airport with rather effusive remarks. 1It's
wonderful what a little personal counseling will do with
some of these fellows. The rodeo tonight should be a
tremendous media event and the entire China party is looking
forward to it. The Editors and Publishers Breakfast in the
morning will probably have over 75 present.

Despite what you are hearing from the Hill, I am confident
that we will conclude the negotiations with the textile
industry next week.
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" DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY
WASHINGTON, D. C. 20250

February 2, 1979

MEMORANDUM TO THE PRESIDENT

THROUGH: Rick Hutcheson
Staff Secretary

SUBJECT: Weekly Report

PRICES. Prices received by farmers increased 4.5 percent in
January and, during the same period, prices paid by farmers
increased 3 percent. (Cattle, lettuce, hogs and chickens up,
cotton, eggs and oranges down.)

For the first time in history the price of low-grade canner
and cutter (hamburger) beef broke the $100 per hundredweight
mark -- $5 higher than choice grades (slaughter weight).

BUDGET. The Senate Ag Committee seems willing to go along
with USDA's proposed budget. The staff is especially restrained
and the budget-busting mood of last year has noticeably cooled.

HOUSE. The two new subcommittee chairmen in the House Ag
Committee -- Rose, livestock and grains; Baldus, dairy and
poultry -- have been very cooperative in the past.

=%

BOB BERGLAND
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Sx, H'*% THE SEGRETARY OF HOUSING ‘AND URBAN DEVELOPMENT
i g Sy

% “lH s " WASHINGTON, D.C. 20410

St

February 2, 1979

&

MEMORANDUM FOR: The President
Attention: Rick Hutcheson

SUBJECT: Weekly Report of Major Departmental Activities

Two New Steps Taken to Minimize Opportunities for Fraud and Waste. To
further our efforts to promote integrity in HUD operations, a "hotline" has
been installed in the Inspector General's office which employees throughout the
ocountxry are encouraged to use to report suspected mismanagement, waste or fraud
in the Department. In addition, a Fraud Control Committee has been given
responsibility for development of a comprehensive long-range program to identify
areas vulnerable to fraud, waste or mismanagement in HUD-financed operations.
The Committee will also determine the additional remedial action that may be
required and will recommend any necessary corrective steps to the Secretary.

First FY '79 Small Cities Action Grants Announced. Action Grants totaling
more than $§17 million have been awarded to 37 small cities for joint
public-private development projects. The private sector commitment generated
by the Federal funds totals over $109 million. As a result of these projects,
3,777 new jobs will be created and 1,949 jobs will be saved.

. New York City Gets Additional Housing Aid. More than $2 million has been
committed to the City to expand the "sweat equity" experiment in housing rehabilita-
tion into. two Brooklyn neighborhoods -~ Southside in Williamsburg and OceanHill-
Brownsville. “Sweat equity" involves the restoration of HUD-owned or City-owned
multi-family buildings in severely deteriorated neighborhoods by neighborhood
residents themselves. The residents' labor or "sweat equity" will be: their down-
payment on a dwelling unit.

Savings Recorded by FIA. The hotly debated 1977 change in the operation
of the National Flood Insurance program has resulted in savings in the first
year of almost $15 million. The savings were achieved by the new contractor,
EDS, without any decline in the qualityof-service.

i

Patricia Roberts Harris
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THE SECRETARY OF HEALTH, EDUCATION, AND WELFARE

WASHINGTON, D.C.2020! d
February 2, 1979 ’

MEMORANDUM FOR THE PRESIDENT

FROM JOSEPH A. CALIFANO, JR.{?/% %—VM»\

SUBJECT: Weekly Report on HEW Activities

° Regulations: At our recent meeting on National
Health Insurance, you asked about an analysis of
health regulations from a cost benefit point of view.
On December 14, my staff met with OMB staff to
outline our plans for analyzing health regulations
in terms of work burden and cost impact. That
program is underway, and I will report to you
periodically on its results. We have already made
changes with respect to fire safety requirements
for health care institutions which we estimate will
save almost $.5 billion in federal funds over the
next four years without diminishing the safety of
patients.

You also inquired about deregulation in a manner

similar to several steps taken by OSHA. As you

are aware, in the spring of 1977 we began an
effort--called Operation Common Sense--to review

all HEW regulations with a view to rewriting

regulations where necessary and eliminating others ol T )
where possible. To date, we have eliminated 705 i
pages--or 1l7%--of obsolete HEW regulations, and we

have rewritten 221 pages into plain English. We are
also eliminating unnecessarily burdensome regulations.
For example, we eliminated a provision from the ESEA
Title I regulations requiring all State educational
agencies to forward to the Commissioner of Education

a copy of every application for funds approved by

their operating entities. This means that State
agencies will no longer have to send hundreds of
applications to HEW. I will try to pull this together

into a single announcement to bring attention to
these efforts.
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Testimony: On Thursday I will testify before the
Senate Finance Subcommittee on Social Security
(Nelson) on reform of the Disability Insurance
and Supplemental Security Income programs.

Cost Containment Speech: On Friday I will address
the Consumer Federation of America on the subject
of hospital cost containment.

Social Security Proposals: Hale Champion and Stan
Ross, - the Commissioner of Social Security, met
with the Social Security Advisory Committee today
to discuss the Disability and other Social Security
reform proposals. The only clearly negative reac-
tion came from the two labor leaders and Bob Ball,
and generally the meeting went very well. Hale -
and Stan defended all the proposals and their basic
rationale. Afterward, Bob Ball offered to set up

a meeting to consider whether there was a basis for
securing his group's support for much, if not all,
of the disability reforms, and Hale accepted the
offer.
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Office of the Attornep General 0
Washington, B. ¢. 20530 -

Febrwvary 3, 1979

Principal Activities of the Department of Justice
for the Week of January 29 through February 3, 1979

1. Meetings and Events

The Attorney General hosted a lunch for Georgia Governor
George Busbee on Monday. Meetings this week have included
the new Attorney General of Texas, Mark White, and Chief Judge
John McManus of Sante Fe, New Mexico. The Attorney General
taped an interview with David Hartman and Steve Bell in his
Department of Justice office Thursday. Portions concerning
Patty Hearst were shown Friday morning on Good Morning America.
Other portions are scheduled to be shown one: mornlng next
week, possibly Wednesday, on ABC.

2. The Special Prosecutor Matter

A full copy of the report of the Attorney General to
Special Prosecutor Division of the U.S. Court of Appeals is
-attached+ The report concerns an allegation about "solicitation"
of funds at a White House luncheon, and the Attorney General
concluded in his report that the allegation involving the
President and other officials covered by the new ethics
legislation is so unsubstantiated that no further investgation
or prosecution is warranted, and that no special prosecutor
should be appointed. The report was made public after the
court granted the Attorney General's motion to do so.

3. The Illinois radio station matter

An NBC-TV network news story Friday night featured an
Illinois radio station owner castigating the Department of
Justice and "unnamed, faceless bureaucrats" here over the
prospect of the station's being precluded from airing a tape
recording from the Soviet Union purchased by the station in
response to an advertisement. For the station, it was a
successful contrived publicity bonanza. After the President's
telephone conversation with the Attorney General, it was
learned that the station had written the Department of Justice
just two weeks ago to inquire whether under these facts
registration would be required under the Foreign Agents

Registration Act (and if so, FCC requirements would preclude



-2

licensing). The Department has not as yet responded to the
radio station's letter, but the draft response which is ready
for final signature advises quite clearly that no registration
is required under the act according to the facts stated. ‘
Registration would be required only if the radio station

is in fact an agent and under the supervision and control of the
foreign power.

4. Patty Hearst

The President's decision on Miss Hearst's clemency

" application was announced Monday by the White House. The
Department issued a release explaining the basis of Mr.
Civiletti's and the Department's recommendation. Miss

Hearst was released Thursday from the federal facility at
Pleasanton without incident. Miss Hearst has agreed to the
terms of her probation, and the Chief Probation Officer for
the Northern District of California has agreed and been
designated by the Attorney General to administer the probation.

5. Illinois Brick

An agreed-upon version between the House, Senate, and
Administration of Illinois Brick legislation was introduced
by Senator Kennedy and Chairman Rodino at. a press conference
Wednesday. Assistant Attorney General John Shenefield participated.
Fast processing at full committee is schéduled.by both Houses.

6. LEAA Reauthorization

Senator Kennedy reintroduced the bill with a blast
against the Administration budget cuts. Hearlngs are scheduled
at full Senate Committee on February 9 and in the House
subcommittee on February 13.
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Bepartment of Justice

FOR RELEASE AT 4:00 p.m. | | AG
FRIDAY, FEBRUARY 2, 1979 202-633-2014

The Special Prosecutor Division, U.S. Court of
Appeals for the District of Columbia,vtoday granted the
motion of Attorney General Griffin B. Bell to disclose
publicly "The Report of the Attorney General Pursuant
to 28 U.S.C. 592(b)," number 79-2, filed in that Court
on February 1, 1979,

The Attorney General's report concludes, as
a result of a preliminary investigatién, that an allegation
involving the President and other officials covered by
28 U.S.C. 591, is so unsubstantiated that no further
investigation or prosecution is Qarranted, and that no
special prosecutor should be appointed.

The full texﬁ of the Attorney General's report
to the Special Prosecutor Division of the U.S. Court of

Appeals is attached.

##44



Wnited States Court of i\pppalﬁ

FOR THE DISTRICT OF COLUMBIA CIRCUIT
No. 79-2 September Term, 1978

Division for the Purpose of Appointing Special Prosecutors
Ethics in Government Act of 1978

in Rez .3 Sizies C'" M 0 nipe.
Report of the Attorney General fer iie Disinet ot Cclumpia Circuit
Pursuant to 28 U.S.C. § 592 (b)
(Dlylslon Case No. 79-2) | _ ‘s'i.L'cD FEBZ 1979

SEORGE A. FISHE"
CL "RK

Upon consideration of the motion of the Attorney General pursuant
to 28 ﬁ.S.C. § 592(d) (2), for leave to disclose to the public his
repdrt filed herein Fébruary l, 1979, and it appearing that the
matters discussed in the report have already been the subject of a
news article, that continued public- comment is foreseeable, and that
revelation of the report as requested would be in the public interest,
it is by the court

ORDERED that the Attorney General is granted leave to make public

his report filed herein February 1, 1979.

Per Curiam
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United States Couri of FDpie
fx e Bistiet of Calambia Cirguit

unITED STATES COURT OF APPEARHED FE31 1uig

FOR THE | . -
DISTRICT OF COLUMBIA CIRCUIT 0133 2.m 5
SPECIAL PROSECUTOR DIVISIOIBEORGE A. F'stiro

CLanx

IN RE REPORT OF THE ATTORNEY GENERAL
PURSUANT TO 28 U.S.C. §592(b),
NO. /(- 2

_77h J

MOTION OF THE ATTORNEY GENERAL FOR LEAVE
TO DISCLOSE REPORT PURSUANT TO 28 U.S.C. 592(d) (2)

Pursuant to 28 U.S.C. §592(d) (2), I hereby seek léave from
the Division of the Court for permission to disclose the "Report
of the Attorney General Pursuant to 28 U.S.C.§592(b)," No. VAR
filed in this Court on February 1, 1979. This réport concerns
a prgliminary investigation of an allegation involving the Presi-
dehtAunder the special prosecutor provisions of the Ethics in
Government Act of 1978, 28 U.S.C.§591. Moreover, the circum-
stances of the White House luncheon on August 10, 1978 have al-
ready been the subject of a news article, and continued public
comment is foreseeable. In these circumstances, I believe it is
in the public interest for the Court to grant leave to me to make
public this memorandum as ‘provided in 28 U.S.C. §592(d) (2).

Respectfully submitted,

P, . (aase_

Griffin B. Bell
Attorney General of the
United States
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UNITED STATES COURT OF APPEALS
FOR THE United States Court of fippe.
DISTRICT OF COLUMBIA CIRCUIT I3t We Tiswict of Colmbia Gl
SPECIAL PROSECUTOR DIVISION
R FE31 1979
REPORT OF THE ATTORNEY GENERAL (0:33 pon. uof”
; ' ' g (3B ol
PURSUANT TO 28 U.S.C. §592(b) GEORGE A. FisvER
SUBJECTS: PRESIDENT JIMMY CARTER |
VICE PRESIDENT
WALTER MONDALE
DEPUTY ASSISTANT TO
THE PRESIDENT FOR
POLITICAL LIAISON
JOEL MCCLEARY

SLERY

No. /4

In accordance with Section 592 (b) of Title 28, United
States Code, as added by the Ethics in Government Act of
1978, Public Law 95-521, I, Griffin B. Bell, Attorney General
of the United States make the fallowing report concerning
the receipt by the Department of Justice of information
regarding alleged criminal violations by the President; the
Vice President; and the Deputy Assistant to the Pfesident
for Political Liaison, Joel McCleary.

1. Allegation. On November 3, 1978, the Federal

Bureau of Investigation received an allegation from an
informant'that on August 10, 1978, the President and Vice
President had attended a luncheon in the White House to
which were invited approximately 20 prominent business people
'who had contributed money on past occasions to the Democratic
Party. The purpose of the luncheon was allegedly to apprise

these former contributors that the Democratic Party had a



remaining $l.5 million debt and that their contributions
were needed in order to eliminate the debt. According to
the source, solicitation or receipt of funds might have
occurred at the luncheon in violation of 18 U.S.C. §603.

The informant said that further information would
appear in New York magazine during the month of November.
On November 13, 1978, a two page article was published in
the magazine stating that an unpublicized White House luncheon
had been held on August 10, 1978, and that, although"[t]here
doesn't appear to have been any . . . solicitation by any
government official at the luncheon session," contributions
totaling $100,000 and $25,000 respectively were recorded on .
reports filed with the Federal Election Commission as having
beén‘receivedAby the Democratic National Committee on the
day of the luncheon from individuals identified as having
attended. A copy of the New York magazine article is attached
as an appendix hereto.

2. Statute Involved. 18 U.S.C. §603 prohibits the

solicitation or receipt of political contributions in any
area occupied by any person described in 18 U.S.C. §602 in

the conduct of official duties.i/ 18 U.S.C. §603 was originally

1/ 18 U.S.C §603 reads:

Whoever, in any room or building occupied in the}
discharge of official duties by any person mentioned in
section 602 of this title, or in any navy yard, fort,
or arsenal, solicits or receives any contribution of
money or other thing of value for any political purpose,
shall be fined not more than $5,000 or imprisoned not
more than three years, or both.



enacted in 1883 as part of the Pendleton Civil Service Act.
There are only four known criminal prosecutions under Section

603, and only one in the last seventy years. United States

v. Newton, 20 D.C. (9 Mackey) 226 (1891); United States v.

Thayer, 154 F. 508 (N.D. Tex. 1907), rev'd, 209 U.S. 39

(1908); United States v. Smith, 163 F. 926 (M.D. Ala.

1908); United States v. Burleson,, 127 F. Supp. 400 (E.D.

Tenn. 1954).

3. Investigation. Because the allegation and magazine

article indicated the possibility that 18 U.S.C. §603 might
have been violated,_the Department ©of Justice, pursuant to
28 U.S.C. §592(a), conducted a preliminary investigation of
the matter. Through interviews conducted by the Federal
‘Bureau of Investigation, the following information was
developed:

a) A luncheon was held in the White House on

August 10, 1978, attended by 11 business people, 2 union

1/ continued
18 U.S.C. §602, mentioned in Section 603, reads:

Whoever, being a Senator or Representative in, or
Delegate or Resident Commissioner to, or a candidate
for Congress, or individual elected as, Senator, Representatlve
Delegate, or Resident Commissioner, or an offlcer or
employee of the United States or any department or
agency thereof, or a person receiving any salary or
compensation for services from money derived from the
Treasury of the United States, directly or indirectly
solicits, receives, or is in any manner concerned in
soliciting or receiving any assessment, subscription,
or contribution for any political purpose whatever,
from any other such officer, employee, or person, shall
be fined not more than $5,000 or imprisoned not more
than three years or both.



officials, several Democratic National Committee officers
and White House staff, Senator Kennedy, President Carter,
and, for a brief time, Mrs. Carter,g/

| b) The luncheon was held in a small room known
as the Family Dining Room on the first floor of the Executive
Mansion, behind the State Dining Room. The Democratic
National Committee reimbursed the White House $414.87 for
the cost of the luncheon.

c) The luncheon was arranged by John Whitg,

Chairman of the Democratic National Committee,and Evan
Dobelle, Treasurer of ﬁhe Democratic National Committee.
According to White, Dobélle, and others, its purpose was to
thank the participants for their contributions in eliminating
the debt of the Democratic National Committee. White stated

that each of the individuals invited had either contributed

2/ According to White House records, the following individuals
attended the luncheon: The President; John Amos, American
Family Life Insurance Company, Columbus, Georgia; S. Harrison
Dogole, Chief Executive Officer, Globe Security Systems,

Inc., Philadelphia, Pennsylvania; Armand Hammer, Chairman

and Chief Executive Officer, Occidental Petroleum Corporation,
Los Angeles, California; Mrs. Armand Hammer; Morris D.

Jaffe, Builder and Developer, San Antonio, Texas; Edward M.
Kennedy, Senator (Massachusetts); Henry L. Lacayo, Director,
National Community Action Projects, UAW, AFL-CIO, Detroit,
Michigan; John G. McMillian, Chairman, Chief Executive
Officer, President, Northwest Energy Company, Salt Lake

City, Utah; Richard J. O'Neill, Santa Ana, California; Jeno

'F. Palucci, Chairman, Jeno's Incorporated, Duluth, Minnesota;

Walter Shorenstein, Chairman of the Board, Milton-Meyer &
Company, San Francisco, California; Rosemary Tomich, owner,
Siesta Cattle Company, Chino, California; Glenn E. Watts,
President, Communications Workers of America, AFL-CIO,
Washington. D.C.; Lew A. Wasserman, Chairman of the Board

and Chief Executive Officer, Music Corporation of America,

Los Angeles, California; Evan S. Dobelle, Treasurer, Democratic
National Committee, Washington, D. C.; Mrs. Evan Dobelle,
Chief of Protocol, Department of State, Washington, D. C.;



or pledged to contribute prior to the luncheon. According
to Charles Manatt, Finance Chairman of the Democratic National
Committee, it was hoped that the luncheon would induce the
business people in attendance to continue their support for
the Democratic Party.

d) The President met in the Oval Office with Lew
Wasserman, Richard O'Neill, and Manatt for a few minutes
prior to the luncheon and accompanied them to the Family
Dining Room.

e) The President was §resent for the first houf
of the luncheon and made brief remarks thanking those in
attendance for their support of the Democratic Party. Joel
McCleary, Deputy Assistant to the President for Political
Liaison, was apparently present throughout the lunchéon.i/
There is no evidence that the President or McCleary solicited

or réceived any money during the luncheon.

2/ continued

Charles T. Manatt, Partner, Manatt, Phelps, Rothenberg, &
Tunney, Los Angeles, California, and Finance Chairman,
Democratic National Committee; John C. White, Chairman,
Democratic National Committee, Washington, D. C.; Mrs. John
White; Joel McCleary, Deputy Assistant to the President for
Political Liaison, The White House, Washington, D. C.

3/ McCleary is an individual covered under 28 U.S.C.
§591(b) (3), as an "individual working in the Executive
Office of the President and compensated at a rate not less
than ‘the annual rate of basic pay provided for level IV of
the Executive Schedule under Section 5315 of Title 5."



f) Eleven of the individuals who attended the
luncheon, and Michael Cardozo, Senior Associate Counsel
to the President, have been interviewed either in person
or telephonically by the Federal Bureau of_Investigation.i/
Each of these people stated that no solicitation of funds
occurred at the luncheon. Several witnesses stated that
the President confined his remarks to thanking the guests
for their past support to the Democratic Party and their
efforts in helping to retire the 1968 Robert Kennedy and
Hubert Humphrey campaign debts. Senator Kennedy also
spoke on thevsame theme with respect to his brother. No
one stated that the President requested or even discussed
future contributions. Several participants stated that
they heard no discussion whatever of money or future con-
tributions at any time during the luncheon. According
to Evan Dobelle, there was one short interchange at the
luncheon between White and Dobelle about the size of the
remaining Party debt, after which an unidentifieduperson
stated that they should get together to see how it could

be retired. There is no indication that this interchange

4/ Those interviewed were Evan Dobelle, Mrs. Evan Dobelle,
John White, Joel McCleary, Charles Manatt, Lew Wasserman,
Glenn Watts, Rosemary Tomich, John McMillian, Armand Hammer,
and Richard O'Neill.



involved the President. Several of those interviewed
related that after the President left the luncheon, one
guest offered to pledge a contribution but was stopped by
another participant who told him such matters could not
be discussed at the luncheon. According to McCleary,
some other péOple "talked about money" after this incident,
but he could not recall who.

g) Two of the three persons present at the Oval
Office meeting with the President were asked about the
discussion and stated that no solicitation or receipt of
funds occurred at that méeting. There is no evidence to.
the contrary. ©Solicitation or receipt of funds at that
meeting was not part of the allegation.

h) Records of the Federal Election Commission
indicated that on August 10, 1978,'RichardwO‘Nei11 donated
$25,000 and LeW‘Wasserman'donated'$10®,000 toward the re-

tirement of the debt of the Democratic National Committee.

According to Evan Dobelle, O'Neill's contribution was re-

ceived during a meeting at Democratic National Committee
headquarters and Wasserman's contribution was received
at the Madison Hotel. FEC records also disclose that on

August 22, 1978, Walter Shorenstein donated $5,000 and

~on August 24, 1978, John McMillian donated $25,000 toward

retirement of the debt of the Democratic National Committee.



i) According to Michael Berman, Counsel to the
Vice President, the Vice President was on vacation in Canada
from August 7 to August 13, 1978, and was not present at the
luncheon.

4. Analysis and Conclusions. Section 591 (a) of Title 28 of

the United States Code directs the Attorney General to

conduct an investigation upon receipt of specific information
that any person covered by the Act has committed a violation

of federal criminal law. Section 592(c) (1) further directs

the Attorney General to apply to this court for the appointment
of a special prosecutor if the Attorney General, "upon
completion of the preliminary investigation, finds that the
matter warrants further investigation or prosecution."

As in all other cases, it is the responsibility of the
Attorney General in instances of allegations of criminal
conduct against persons covered by the Act, first, to determine
the elements of the offense proscribed by the criminal
statute at issue and, second, to determine whether the
alleged facts would constitute the elements of the offense.
Finally, it is my responsibility, as Attorney General, after
a preliminary investigation and after an analysis of the
evidence of the elements of the offense, to determine whether
the case is of sufficient merit to warrant further investigation
or whetherr“the matter is so unsubstantiated that no further

investigation or prosecution is warranted." 28 U.S.C. §592(b) (1).



It is my determination that there is no evidence in
this case of conduct by the President, Vice President, or
Mr. McCleary which constitutes a violation of 18 U.S.C..
§603. The case is without merit.

The operative facts have been established and no inconsistent
evidence was produced by the investigation. The evidence
does not support any reasonable inference that the President,
the Vice President, or Mr. McCleary was involved in any
requesf.for'orfdelivery of campaign contributions at the
White House. The Vice President wés not in Washington, D.C.
on August 10, 1978. There is no evidence that the President
of Mr. McCleary, who of all those attending the luncheon are
the only ones covered by the special prosecutor provision,
made any statement or solicitation or in any other way
personally solicited any dampaign‘contributions.é/ This is
not surprising4since, as Mr. McCleary stated, "the organizers
were not looking for money at the luncheon." That the
organizers had no such intent is corroborated by the action
of one participant when another guest raised the subject of
pledging a contribution; he interrupted the other guest and
cautioned that they were not to discuss contributions at the

luncheon.

5/ For purposes of this memorandum, I am assuming, without
deciding, either that the White House as a whole is a "building
occupied in the discharge of official duties by [a] person
mentioned in section 602," or that the Family Dining Room is

a "room . . . occupied in the discharge of official duties

by [a] person mentioned in section 602." Among the several
sub-issues that might have to be addressed in order to

decide those questions is that of whether the President is a
"person mentioned in section 602." I am specifically not
deciding that issue at this time.
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The only conduct proscribed in the statute is making
a request for political contributions or receiving delivery
of such contributions in federal offices. Section 603 is a

malum prohibitum statute which makes an activity illegal in

cerfain places although it would be legal if conducted else-
where. The activity is solicitation or receipt of political
contributions.

There is no evidence that any money was received in the
White House on August 10, 1978. Likewise, there is no
evidence that money was solicited at the luncheon. While
money was solicited or received before or after thé luncheon
at places other than the White House 6/, there is no evi-
'dence that any solicitation took place in the White House.
Indéed, it appears that the organizers of the luncheon de-
liberately structuredthe affair so as to avoid any violation
of law. The evidence does support an inference that the
luncheon was intended, aﬁ least in‘part, to entertain former
- contributors with the hope or expectation that they would,
in the future, continue their financial support. Such
activity, absent a solicitation or receipt on premises

covered by the statute, is not prohibited by Section 603.1/

6/ There is no allegation or evidence that the President or
Mr. McCleary personally solicited or received a contribution
before or after the luncheon on August 10, 1978.

7/ It is entirely legal under Section 603 to solicit outside
a protected area. Therefore, to determine whether a Sec-
tion 603 violation occurred one must look to the behavior
actually occurring in the protected area to see if that
behavior violated Section 603. Any broader interpretation
of Section 603 would make it felonious to invite former
contributors to State dinners or other formal functions at
the White House or Capitol with the unspoken hope that the
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This reading of»the.solicitation provision of Section
603 is fully supported by the history of the statute. There
is no case law on this point. This statute derives from the
1883 Pendleton Civil Service Act which was designed primarily
to eliminate solicitation of campaign funds from federal
employees at their work place. The goal was to protect
these employees from what were essentially political assess-
ments and to protect the integrity of federal office space.
The activity in question here, a social gathering of past
and potential contributors who are not federal employees
in a White House dining room, falls outside the concern of
the statute.

The Department of Justice is unaware of any instance
in the ninety-six years since the Statutefwas-passed in
which a prosecution was undertaken for the type of activity
here at issue. The only reported prosecutions to indicate
_the form of solicitation covered under the statute have
involved explicit written requests for money. See United

States v. Newton, supra; United States v. Thayer, supra;

United States v. Smith, supra.

7/ continued

former contributors continue their support. The subjective
hope or expectation that an individual might contribute money
because he or she was invited to a social function at a
federal building is clearly outside the coverage of Section
603 unless this hope or expectation is coupled with an actual -
solicitation or receipt in a protected area. We are not
deciding at this time what the meaning of "solicitation"
might be in the context of other statutes which are inappli-

cable here.
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Moreover, when presented with factuai sitﬁations
involving isolated, non-egregious incidents of actual,
explicit solicitations or receipts in federal buildings,
the Department has consistently found them without prose-
cutive merit under Section 603. Thus, even assuming a much
broader interpretation of the activity proscribed by Section
603, a prosecution of this matter would be legally unsound,
unfair, and without merit.

To contemplate the possibility of a prosecution on the
established facts of this case, one would have to conclude
that merely by attending the luncheon or expressing thanks
for past contributions, the President or Mr. McCleary should
be seen in the eyes of the law as actually having made a
solicitation for future contributions and committing a felony.
Sﬁch a view is untenable.

In sum, there is no factual substantiation of any
solicitation or receipt by the President, the Vice President,
or Mr. McCleary at the White House on August 10, 1978. There
is no evidence of conduct on their part that would fall within
the scope and purpose of the statute. Moreover, there is
no indication from the preliminary investigdtion that further
investigation could reasonably be expected to disclose evidence
of a violation which could warrant prosecution under this

statute. The case is without merit.
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Therefore, I hereby notify the Court pursuant to 18
U.S.C. §592(b) that I find the matter is so unsubstantiated
that no further investigation or prosecution is warranted, and

that no special prosecutor should be appointed.

Respectfully submitted,

Tt B .Ga0l

Griffin B. Bell
Attorney General of
the United States
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Lunch en August 10

but apparently productive, lunchson st
the White House hosted by President
Carter. The noontirze mesl, which was
- got on the offizial White House sched-
ule, was part of a plas 1o raise funds 1
getire over $1.5 million in Democratiz-
-party debts remaining from the presi-
deatial campaigo of 1968 and ether
pre-1873 obligavons. - R
The details of the lirtle-noticed White
House gathering are for the most part
still a sezret. 1t was pot reported in the
press and the White House has refused

pants. (A spokesman originally prom-

sequently said that the White House
has no obligation t5 disclose the names
of those ‘who attend private White
House meetings.) :
While there iz nothing improper
sbout the president islking in private
with fai<at businessmen, there still ex-

sbuses, which everybody, including the
president, has promised are in the past..

to solicit ‘'or receive contributions at the.
White House. There doesa’t appear to
. have besn any such solicitations ‘by
. any government olicial st the lunch-
g¢on session. )

" Because of the veil of secrecy thrown
over the meeting, New York Magazine
was able to learn: the identity of enly
some of the participants st the funcheoa.
Yes even these named raise questions.
For example:

- O oilman Armand Hammeg, who has

feaded guilty to illegally eoncealing
farge contributions to formes President
Nixon's 1972 re-election campaign:

© California busincssman Richard

hes caused controversy in the past;
0O pipeline executive John G. McMil-
who controls 8 corporation which

{ was sworded a multi-billion<dollar eon-

- ¢ession by President Carter;
D Lew Wasserman, the (uncheon’s:
go-host, who heads '3 corporstion fec.:

»Icﬂ_ﬁnh &8 GR imveslgalive reporer

fJor the New Yerk Times.
SResratica iy S Tesgormoe ) .

4 The fatest, a political animal thought |] .=
| ®© be extinct sfter Watergate, is beck {1 7

{ oo the prowl in Washingtcn
I Last August 10, about twesry fat-
" 1 eat businessmen surfazed for a quiet,

s the potential for Watergate-type

, any event, it is illegel for the presi-:
. dent, or any other government odisial,

O'Neill, whose political fund raising -

o disclose the nemes of the psruci- :

ised to provide 8 list of guesus but sub- | §

'ing a federal-grand-jury investigatica’

‘into price rigging:

D Steven Ross. who is cheirman and
chief executive cfficer of Wemer Con-
munications, Jnc.,
which has recently been linked o 2
bribe plot that involves an organized
crime Bgure. (That plot is currendy
under invesiigation by the Justice De
pariment.)

‘The White House meering was made
possibie by a Federal Election Commus
sion (FEC) ruling earlier this yeer

which said that contribution ceilings
prescribed by the campaign-finance:
legislatiza:

law—the post-Watergate
which was supposed o put big money
givers out of business——did not 2pply &
fund, given the Democratic National
Co amittee 1o retire old debis.

- Democratic-party chsirman  Joon
- White, elated by the February decision,
-predicted 2 debt-free party by jume.

- Yet the FEC waiver produced no funds |

until President Carter bosted the sum-
mer gathering. The exclusive sssembiy
was apparently put together by Whirz;
Wasserman, head of MCA, Inc., 8 Los
Angeles-based eatertainment eonglom-
erzte; and Charles Manatt, 8 Los Aa
geles lawyer with o knack for obtainisg
bank charters who recently was ap-
aointed pations! finance chairman for
the Democrats.

in adostion 10 the presiden:, the pel-

4 gicinns ln atiendance included Viee.

‘{ | mising gathering in Los Argeles icr
\] | Garter in 1976. Wassermen is aiso

‘1| ment companies, ineluding Laivesal |

s conglomerax’

President Mondale and Seastor Edward
Keanedy, who, according to an aice,
e=ade only o brief appearnnce, just les;
eaough o give thanks for Belsicg .
‘tixe his brother Roberts 1963 presi:
demtisl-campaign debts. :

Wassermas is oo stranger to Dezo- |
cvatic fund raising; be has ecnmiburiad |
b=avily in the past and bos:es a furc.

———

prominent in show-business cirslsy, ard
MCA owns a whoie bast of eatemain-

Pictures. Anotber ‘MCA  subsiciary, |
MCA Records, is ope of masy recs
companict=includiag those of Warnes
== being examioed as part of a trim-
ical iovesiigation by the Jusiice De.
parment’s Anu-Trust Division.

FEC records show Wassermar do
meted $100,000 10 retire Democratic-
prrry debis on August 10, the day of
tie Juncheon.

- FEC records also show a $25,000 can-
tibution that same day from O°'Nsil,
8 wealtby land owmer and inves:cr.
O Neill was invited to the Jinchesn by
Manatt, according to an O'Nedl aice.

O'Neill’s polincal funding was an
issue tn- @ 1974 California ca=paizn
when be and a business partmer, Dr.
Louis Cella, gave over $50.000 ia
deparions and loans o a Dexocraue
candidate for swate oibce. The Repusi-
‘can opponent cailed the huge coamde-
‘tions ethically improper, saying ta:
“two people trying to buy aa eSse
bas pever occurred in the Kistory of
the state of California.”

Whether their candidate was bouvght

or not, he won: the election. However,
he has yet to pay bock the loans o
remove himseif from o business pan-
| sership with Cella and O°Neiil, even
though Cella has pleaded guiity 10 =i
tiple counts of Medicare fraud, gheit,
.and income-tax fraud.
Both O'Neill and Wasserman, irter |
-estingly enough, are big backess of Cal- ¢
ifornia Governor Jerry Brown, a peies- |
gial challenger to President Carter in
£980.

Another juncheon guest was M:zMil-
lian, cheirman and chief sharehoicer of |
Northwest Energy Company, a asrurai- 1
-gas corporation based in Salr Lake |
City. Two weeks after the luncheon. |
he donated $25000 1o retire the oid
Democratic. debis.

A Northwest subsidiary was o late |
MOVEMBER 13, 10T8/NIW YORK 8

o mu S ee ua e e



wlpotice o.,

Y O e e e :oxir.m.: RN

J entry in the bidding for the right o
- gnarket the rich patural-gas reserves o
; the North Slope of Alaska. The Federal
. Power Commission was deadlocked [ast
year in chodsing smong three bidders,
and President Camer subsequendy
: awarded the rights 1o the 40 million
- eubic feet of satural gas to the North
west subsidiary, .

McMillisn, who donated §5,000 @
Carter’s 1976 elestion campoign s well
as $5,000 to the Democratic Notional |
. Commirtee in 1977, has become more
visible recently in Washingion's po--
litical/social circles. He lobbied actively
' during  the protracted struggle over
. matural-gas deregulation and opened up
" @ew ofices in anticipation of all the
dealings ‘his company will have with
government regulatory agencies which
have purview over the esnsiruction and
operation of the giast pipeline North-
west will build.

‘I 2 an interview, McMillian gaid be

thought he had been invited 10 the
luncheon by Manait. "He said that ak
though no specific money commit.

) "tnenis had besn mentioned in the

White House, he recalled that “some-
" body started to talk abous 8 fgure of

-1 $100,000” per person. McMillian added

| that John White bad nixed the discus-
gion to “protest us lowgivers.”
. ‘MeMillian also remembery the presi-
. dent’s being in good huraor that alter-
_noon and having little 10 say specihicsl- |
| ly about the fund.raising elort other;
~than “it looks good to see a lot of old
" and familiar faces and old friends who
have he!ped throughout the years.”
McMillian said there were slso {our
or five New Yorkers ot the Juncheon,
including Warmner Communications’
‘Ross.

* One. final guest known 10 be atthat
funcheon was Dr. Armand Hammer,
the: feisty and controversial 80-yearold
chiel of Occidental Perroleum Corpors.
tion, & Los Angeles-based eneszy con-
glomerate. In 1975, Hammer pleaded
- guilty to illez2lly concealing $54.000 in
- eontributions to the 1972 re-election
| campaign of former President Richard |
§ Nixon. Earlier this year, o repont 0.
| the Securities and Exchange Commis-
gion disclosed that the oil company had .
made sixtecn illegal domestic political
contributions between 1963 and 1975.

Hammer evidently bad made a. loose
-commitment to donate $100.000 o re-

tire the Demoeratic. debt as esrly s
this past January, acsording w Manatt,
even though guch s large contribution
was. Dlegal ot the time. .

Hammer spparently enjoyed the Au-
{ gust White House Juncheon g0 much
1 that he was late for another important
/| engagement he ‘had that day in Ohio.

§. Affter secing President Carter, Hammer

A A S T S S A e S N St ST  *
| R R S R T | .
met in Dayton with the beads of the i|{
Mead Corporation, & paper eompaay °f

which Hammer and his cozsany
wanted to acquire. Mead offcials, ow-
‘ever, vesisted and proceeded to Sght
the Oceidental offcr, attacking Has=zaer
.and his company’s business pra=zes. |
Oddly enough, when asked mader
osth in ¢ deposition 8 month larer what
he was doing in Washinqion on Asgust
10, Dr. Hamrmer, sccording to soust

records, replied, *§ don’t recall.” {8 -
Hammer, who sezms to relish 8 good | §

fight, is conunuing his takeove at-
tezapt. The Justice Department’s Anu-
Trust Division bes gided with Mead in
fighting the merger. The day after bis
offer to Mead and the White Hmme
meeting, Hommer—=who also see=s o |
enjoy mixing business with polito
had donstions givea o two incumiem

congressmea in central Ohio by Cc=5- |4
dental’s Political Action Commizee, |:

aceording to FEC resords.

While pot weleome in Dayton, Eem- 18

mer is still assured of 3 werm recrruon
at the *Vhite -House, even though &
has apparently sot yet made on

his pledge  belp pay off thedebr dn || &

‘Sepiember, Rosalynn Carter bheld o ¥

iceremony o thank Hammer for domat- | Ve

'ing & painting to the White: House, The
fact that the donstion was more an
exereise in tax-writeoff accountinge
the painting has actually been in the
White. House for five years and Ham-
mer had only taken title to. it himseif
earlier this year~was somehow lost

amicst the fashbuibs, iced tes, and ||
| watercress sandwiches. ) :

Ironically, the lezislation designed

to make it ecats like Hammer obsolere |
—the Watergate-inspired Federal Elec- | |
tion Campaign Act of 1974—has also |

spawned their revival. While the act
explicitly ereated gtrict limirs on indi-|

vidual contributions to- candidates for |,

‘federal office, it was vague on the topic |
.of eld debts of political parties. i
! A legacy of formar Congressman
‘Wayne Hays, the ret contains some
‘other interesting language.

For example. it reduces the statureof- |

limitations period for election-law vio-
lations from fve 1o three years. thus
instantly absolving & number of con-

gressmen implicated during Watergate.

Another provision in the 1974 aet |
translerred jurisdiction for imvestigat. !
ing most illegal corporate and union po- -

livcal consributions from the Federal

Bureau of [avestigation w0 the polil-

ically appointed FEC. It also reduced
‘the .eriminal ‘penalties for these viola-
tions. ,

.port, leaving the Investigation of polit-:

One feders! agent complsined: “They
.s00k us out of the picture for the most |

Instant chic...

the red fox fling

Trailing flomboyontty over

one shouider, sensuously

circling the throat...it's the

- -hew synonym for glamour.

. Notural red fox fling with

honging foils, $§460.
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THE WHITE HOUSE
WASHINGTON
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Hamilton Jordan

Tim Kraft =~

Zbig Brzezinski

‘The attached was returned in the
President's outbox today and is
forwarded to you for your information.

:Rick Hutcheson’
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NATIONAL COMMITTEE 1625 Massachusetts-Ave., N, W. Washmgton D.C. 20036 (202) 797-5900

" John C. White
Chairman
February 1, 1979 -
/
TO: The President
THROUGH : " Rick Hutcheson %—éx{)
FROM: John C . White
RE: - Mexico Trip :

Your pending trip to Mexico will have considerable impact in both countries,
politically as well as economically and socially.

I know you will receive formal State Department briefing material, but I
am hoping that myv memorandum will give same of the "inside or gossip"
information which is always of interest.

The Players:

President lopez Portillo - conservative successor to former President
Echevbrria, who was liberal. Portillo was something of a surprise choice
of Echevbrria, since they were considered to have contrasting economic
and social viewpoints during Echevbrria's reign.

Secretary of State Santiaco Rodl - is considered anti-U.S. by other. .

cabinet members and is dominated by "industrial crowd" of Nk)ntelre'y
Rumored to be replaced later this year.

" Secretary of Comnerce Jorge De-LaVega Dominquez - proi:ege of . Echevbrria
and strongest cabinet officer. Controls all budgets, purchasing etc.
and watches closely the operations of the Director of Pemex.

Director of Pemex Jorge Diaz Serrano - has been vocal about Mexican
Energy Resources and its advantages; critical of Secretary Schlesinger
(unfairly). Also rumored to be replaced soon.

Secretary of Tourism Guillermo Rosell De Allam - wants to be next

President (they all do). Pro-=U.S., probably the President's closest

friend in the cabinet. Portillo was employed as Rosell's attorney

~ for ten years. RPRosell is an architect and designed the University of Mexico.

Formen Pre51dent Alendn - Basically an institution in Mexico -- in their
terms a "statue.” 1s not a power source in this administration but
respected. Pro-0.S., in fact so much so, that it limits his influence.

Has official position in Department of Tourism. Was a personal friend
of President Johnson.

Electrostatic Copy Made
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John C. White
Chairman

Page Two.

While Portillo is a strong President, the above people will be involved
in one degree or another in our relationships. o o

Your briefing sources will be more complete about subject matters the
Mexicans are interested in discussing, but obviously energy, trade and
aliens will be important. '

Your current statements on energy make sense and are realistic in
light of current pricing, both domestically and with Canada. To accept
Director Serrano's proposals of linking Mexican gas to #2 light fuel
in New York would result in an unrealistic price of well over $3.00.
Same Mexican sources say President Portillo is irritated with Serrano
for making gas pricing an issue that tends to box him into a “no win"
situation. If Portillo would negotiate the high price, it would turn
out to be "Serrano's program." On the other hand "No deal” would be
interpreted as Portillo failing. Up to now Serrano has been content.
to blame Secretary Schlesinger for the lack of an energy agreement.

Trade agreements with Mexico are always important and politically
sensitive in Texas, Florida and California. Many winter vegetables
now come from Mexico, particularly tomatoes, cucunbers, melons and
citrus. . '

Illegal aliens in the U.S. has been an extremely difficult problem for

over 30 years.and it is getting worse. Mexico fears that if we have

a program to return large numbers of aliens to Mexico, it will be disruptive,
economically and politically. ' _

Mr. President, a few short recamendations:

“Energy: Urge frame work for future cooperation. President Portillo
recognizes the importance in working with the U.S. Mexico also
desperately needs capital to develop resources, despite repeated statements
that they need no help. Since Mexican officials place more importance on
symbols and rituals than we do, consideration should be given to
Secretary Schlesinger accompanying you.

'Agricgltl‘lral Trade: Mexico and the U.S. have long had varied levies
restrlct.:lng trade -- theirs more subtle than ours. While it will cause
Some pain, we probably could be more affirmative in this area.

_Illt_agals‘: Very tough - no question that a long history of abuse of
Mexicans - legal, illegal or citizens in this country - is a sore spot.
Your_recOrd of concern for human rights, for hispanics and numerous
appointments in your administration should be stressed.

A copy:of our report is filed with the Federal Election:-Commission and is available,for purchase from-the Federal’Etection Commision, Washington, D.C.
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- Page Three.

The fence fiasco was unfortunate and is now a symbol and I am sure it will
come up in discussion. - The Mexican press has made much of this as has our
own. Despite border patrol objections, the fence could be torn down and
it would not affect the over—all mmlgratlon prograrm,

;Or'xe; other item is Texas Governor Clements' ‘trip to Mexico. This was
unfortunate and should not have occurred. President Portillo felt he
had to honor the request of ocur Ambassador, even though he received .
31gnals to delay the appointment with Clements until after your visit. -
It is my understanding that President Portillo was proper, but totally
uncommittal on all matters brought up by Clements and actually declined:
to discuss energy prior to talking to you. However, I understand that
Clements and Serrano have been friends and associatés for many years.
-Clements' trip was nothing more than a publicity stunt and will have
no important. J.mpact on your meetings. However, it is my belief that
Clements would poison the well for you any way he could, possn.bly
through Serrano. .

,Speak ‘Spanish 1f you are comfortable doing it -- they are always honored
when we use their. language, even if we only txy

,Buen v1aje y buena suerte

A-copy-of our report is,ﬁled with:the Federal Election.Commission and:is'available for purchase:from the:Federal Election:Commision, Washington, D.C.



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

\r>

MEMORANDUM FOR THE PRESIDENT (e
Jack Watson *
FROM: Jim McIntyre

Frank Moore _sF#).
SiinEing;iat )///Lv |

SUBJECT: Reorganization Consultations

The attached memoranda summarize our consultations on reorgani-
zation with the Senate and the public interest groups. They

provide background information ‘for your development assistance
reorganization decision. A summary of the House consultations
will be provided to you Monday, along with CL's recommendation.

Your senior staff will meet on Tuesday to discuss the results
of our congressional and interest group consultations. We will
provide you with our recommendations later in the week. We
would like to have an opportunity to discuss our recommendations
on how to proceed with you before you make a final decision.

Attachment
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EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

February 3, 1979

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM TO: THE PRESIDENT
FROM: : : JIM MCINTYRE J}*"”
DICK PETTIGRE

- STU ETZENSTAT_S
JACK WATSON
ANNE WEXLER

SUBJECT: Consultations on Redrganization

This memorandum summarizes the results of our joint consultations
with the interest groups and individuals most affected by the
.communlty and economic reorganlzatlon proposals.* It describes
the views of those constituencies we believe will have the
greatest effect on the Congressional debate and on the political
standlng of the Admlnlstratlon.

Consultatlon Process

Each individual and interest group was provided a brief description
of the options (see attached paper). We asked each person to
identify the option they prefer and to describe the intensity of
their support or opposition to each optlon.

The pr1nc1pa1 1nterest groups w1th whom we consulted weref

Governors

Mayors

County officials

State legislators

Civil rights leaders

.Rural interest groups

Housing groups

Economic development organlzatlons
Labor organizations

Business organizations

State and Local Officials

The state and local officials with whom we consulted fall into
three categories. Most of them hold leadership positions in
their respective organizations. Some of them were selected

* Consultations on the Department of Natural Resourcés have
been conducted primarily with Congress. However, some
governors expressed a desire to meet with us later thlS month

before a final decision is made on water policy.
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because they are strong supporters of the Carter Administration.
A few were selected as a result of their expertise in community
and economic development issues. Each of the elected officials
with whom we consulted provided their personal views, and not
institutional positions.

Governors

We spoke with seven governors. They were divided in their
views. Governors who are strong supporters of reorganization
generally prefer the Department of Development Assistance
(DDA), both substantively and politically. Governors who
support the Commerce option generally feel it would offer
greater substantive benefits and be less damaging politically.
Their preferences aside, virtually all the governors indicated
they would not oppose e1ther option actively. The individual
positions were: :

- Governor Babbitt (Arizona)

Prefers DDA.

- Governor Byrne (New Jersey)

"Advises against reorganization but prefers the Commerce
option.

- Governor Carroll (Kentdckyh‘Chairmah; NGA

Prefers DDA.

- Governor duPont (Delaware), Chairman, NGA Commuﬁity and
Economic Commlttee

Strongly prefers DDA and doesn't think the Commerce
option. is worth pursuing..-

- Governor Hunt (Nofth Carolinaﬁ; Chairman, NGA Rural
Development Subcommittee; Chairman, Democratic Governors

Strongly prefers the Commerce option, has "no enthusiasm"
for DDA, and would prefer to defer reorganization until
1981.

- Governor Matheson-(Utah)

No clear preference.
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+vGévern6f'Rbckéféller (West Virginia);'Chairmah, NGA
Committee on Balanced Growth .

Advises against reorganization; prefers the Commerce
option without FmHA transfers.

'Mayors

Reorganization is a relatively low priority for the mayors
with whom we consulted. They would prefer to see the
Administration concentrate on other issues -- inflation,
the budget, countercyclical, etc. They also are concerned
that reorganization would disrupt the delivery of services.
They believe, however, that overlap and duplication among
these programs causes problems.

The 19 mayors we consulted are divided on the reorganization
options. DDA is favored primarily by mayors of large cities
in the North and Midwest and black mayors. The Commerce
option is favored primarily by mayors from the South and the
‘'West and by some mayors of .smaller cities. There are,
however,; important exceptions (for example, the mayors of
Atlanta and Houston support DDA while the mayors of Los
Angeles and Columbus, Ohio support the Commerce option).

‘Most of the mayors will support whichever option you propose.
Possible exceptions may. be some "Sunbelt" mayors who are
very concerned about DDA and some black mayors who oppose the
Commerce option. The views of individual mayors follow:

- Bradley (Los'Angéies)
Prefers the Commerce option.

- Carboné (Harﬁfofd)

Advises against reorganization but definitely favors
DDA if we proceed..

- = Carver (Peoria); Vice Prééident, U. S. Conference of
Mayors

. Prefers DDA.

- Conway (St. Louis)

Prefers the Commerce option.
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- Crichtoen (Decatur), Chair, National - League of Cities
Communlty Development Committee

Strongly prefers the Commerce option, which she sees
. as_a sensible incremental step toward DDA, a desirable
long—run goal.

- Hatcher (Gary); Advisory Board Chair, USCM} Chair,
- Black Democratic Mayors

Strongly adVises'against reerganization but favors DDA
if we proceed.

= Jackson (Atlanta)} Vice Chalr, Black Democratlc ‘Mayors

Prefers DDA but warns restructurlng of HUD must. not
diminish the Administration's urban commitment..

- Koch (New York) .

Prefers DDA.

- Latting (Oklahoma City)

Prefers the Commerce option.

~ McConn (Houston)

Prefers DDA.

- McNiéhols-CDehvér): President,'USCM

Prefers Commerce optien now, which he agrees could be
an incremental step toward DDA in 1981.

- Maier (Milwaukee)

Strongly prefers DDA but concerned about poss1ble
dilution of urban focus in DDA.

- Moody (Columbus); immediate past-President'of'NLC

Prefers the Commerce option.

- Parmer (Ft. Worth); Chairq USCM:Sunbelt/Frostbelt
Committee

Strongly prefers»the Commerce optioh.
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- Riley (Charlestbn)

Prefers the_Commerée option.

- Rousakis (Savannah); President, National League of
Cities

Prefers the Commerce option.

- Vann (Birmingham)
Prefers the Commerce option;

-~ Wilson (Oakland); Vice Chair, NLC Community Development
" Committee

Strongly prefers DDA.

- Young (Detroit)

Prefers DDA but would be content if things were ‘left
as they are.

County‘Officials

- Al Déi Belio‘(WestchésterFCounty;'New Yofk)

Strongly prefers DDA.

- Dan Lynch»(Dougias-County, Nebraska)

Strongly_preférs DDA.

- Joe Toner (Newcastle County,’DelaWare)

Strongly urges the President to proceed with reorganiza-
tion and leans toward Commerce option.

- Charlotte Williams (Genesée County,vMiéhigaﬁ); President,

National Association of Counties
) B {

Prefers Commerce option.

State Legislators

- Speaker,Cardin-(Maryland): Member, National Conference
- of State Legislatures Urban Development Committee

Prefers DDA.’
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—VSenator Cloud (Cbnneéticut); Chair; NCSL Urban
- . Development Committee o :

Prefers DDA.

--fSenator Garamendl (Callfornla), Vice Chéir; NCSL
Rural Committee '

Prefers Commerce option.

- Senator Hamilton (New Jeréey); Vice'Chair;'NCSL
State/Federal Assembly -

1Prefers'DDA

- Representatlve Taylor (North Carollna), Chair; NCSL
Rural Committee

PreferS'Commerce option.

VOther.Locél Officials -

Will oppose both optlons, partlcularly DDA since it would
have -the most impact on FmHA. '

- American Association'offsmAllrCities
Strongly supports DDA.

© Civil Rights Leaders

While reorganization is not a high priority for civil rights
groups, they strongly prefer the DDA option. They would oppose
the Commerce option. They are concerned about the Commerce
Department's sensitivity to minority concerns over the long run.

— Carl  -Holman (National Urban Coalition)

Strongly supports DDA. A majority of his Board supports
DDA and worries that the Commerce option would deliver
-urban programs to rural-oriented Public Work Committees.

A minority of his. Board, particularly minority businessmen,
support the Commerce option. He feels that minority con-
cerns about Commerce are very real, but suggested that some
civil rights opposition to the Commerce option might be
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“muted,if Secretary.Harris_were satisfied with}the‘outcomé
and personally appealed to civil rights leaders for
- support. . : _

- Ben Hooks (NAACP)

‘Believes that HUD offers the best foundation for the
consolidated economic development programs, but offered
no opinion on the specific transfers.

- Vernon Jordan (Urban League)

Strongly supports DDA,and_opposes the Commerce option. ,
Strongly opposss~placing'the,Development Bank in Commerce.

Rural Interest Groups

The proposed transfer of FmHA programs has triggered opposition
from traditional supporters of the USDA (for example, the Grange,
National Farmers Union, National Council of Farmer  Cooperatives,
.and the National Rural Electric Cooperative Association). We
have limited our recent consultations to a sample of rural
development advocates who have organized themselves into the

- Rural Coalition (representing over 40 groups). In individual
meetings we obtained the following views:

- Rural America

Prefer urban/rural split. If forced to choose among our
options, would oppose the Commerce option with less
intensity.

- Cehter for Community Changé

Prefer urban/rural split. ' Would not indicate a preference
between our options. -

- Housing Assistance Council

Prefer urban/rural split. Would not indicate a preference
between our options; most concerned about rural housing.

Following our most recent discussions with these memberAgroups,
the Rural Coalition submitted a letter stating its position that
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no Federal reorganization affecting rural development interests
should be implemented in the absence of a meaningful Federal
rural policy. The Coalition's letter strongly opposed both DDA
and the Commerce optlon.

Hou31ng‘0rganlzatlons

We have dlscussed reorganlzatlon alternatlves with two leadlng
housing organizations - the National Association of Homebuilders
and the National Housing Conference. The Homebuilders would
support DDA if "housing" is in the name of the new department.
They would not oppose the Commerce option. The National Housing
Conference (a coalition of builders, realtors, labor and church
groups, public interest housing advocates)  strongly prefers DDA.
" The Conference probably would oppose the Commerce option.

Economic DeveldpmentvOrganizations

We have consulted with the two principal organizations that
represent economic development practitioners. ' The National
Association of Development Organizations prefers the Commerce
option. The Council on .Urban Economic Development strongly prefers
the Commerce option and would oppose DDA.

Labor Organizations

We have discussed réorganization alternatives with top officials
~of the AFL-CIO. They strongly prefer DDA on both programmatic
and political grounds. The AFL-CIO would oppose the Commerce
option.

Business Organizations

Most business groups are chiefly interested in the buttressed
trade mission that other reorganization proposals could bring to
Commerce. While several have stated their opposition to DDA, the
intensity of their concern depends primarily on whether the
trade aspects of Commerce are enhanced. If they are not, some
business interests will oppose DDA actively.

- Chamber of Commerce

Favors the Commercé option, plus the transfer of UDAG.
Opposed to creation of a Development Bank. Primarily
interested in trade enhancement of Commerce.
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- NAM

Favors the Commerce option and would oppose DDA. Primarily
interested in trade enhancement of Commerce. No position
on the creation of a Development Bank.

Business Roundtable

Neutral on local deVelopment reorganiZation, provided'

further trade functions are proposed for Commerce to
enhance its mission.

National Federation of . Independent Business

Might oppose either option, but are more comfortable
ideologically with the Commerce option. Their fear about
this option is that building up economic development
functions in- Commerce ‘would intensify pressure to subsume
SBA in Commerce. Small business will bitterly resist any
reorganization that diminishes the role of SBA.

SUMMARY OF FINDINGS

—

None of the major 1nterest groups with whom we consulted
ﬁeel that reorganization is a top priority for them. They
would prefer to work on inflation, the budget and other
issues of particular interest to them (i.e., trade, counter-
cyclical, etc.). Because of their own priorities, some

also feel that reorganization should not be a high priority
of the Administration.

Virtually all your supporters recognize that reorganization
is a key Carter campaign commitment. Many of them feel it
is important to deliver on this commitment through struc-
tural reorganization. Others feel you have done enough or
that you can fulfill this commitment in other ways that may
be less difficult politically.

- Most interest groups recognize that the current duplication,

overlap and fragmentation of development assistance. programs
represent a major shortcoming in the Federal Government

and cause them real problems. Some local officials,
particularly some mayors, feel that the competition between

'HUD and Commerce has made these programs more responsive to

local needs..
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-~ Most of the individuals with whom,we‘consulted,'par:
.ticularly clients of development assistance programs,
expressed concern that either option potentially could
disrupt the ongoing delivery. of economic and community
development assistance. Some supporters of the Adminis-
_tration. are particularly concerned about the political
consequences of this disruption in. the critical period
- prior to 1980.

-~ There are no interest groups or organizations that will
lobby for either option with the same intensity that NEA
will lobby for the Department of Education. Most of the
elected officials will support either option if asked by
the Administration. The priority they attach to reorgan-

. ization, however, may limit the intensity of their support.

The speéia1 interest;groups_are,moré fixed in their views.
Either option will generate some opposition from these
groups. _

- There are some groups that currently are major obstacles
to either option. DDA will likely be opposed by some
mayors, the business community, and some economic develop-
ment organizations. The Commerce option will likely be
opposed by some mayors, by civil rights groups, by
organized labor, and by some housing groups.

All'rural,interestAgroups_will likély'oppose‘éi;her option,
although one group indicated less ‘intense opposition to
the Commerce option.
We look forward to the opportuhity«to meet with you to assess
the political implications of what we have found.

Attachment



The President has decided that he wants to reorganize Federal
development assistance programs. Attached is a copy of his press
release on the subject. In deciding how to effect the reorganization,
he has asked OMB and the White House staff to check with you and
others about your preferences. The attached paper sets forth two
options that the President has asked be considered. We trust that you
will protect the confidentiality of this information and limit the
circulation of these options to your staff.
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ORGANIZATIONAL CHANGES

OPTION 1: Group major Federal community and economic development
assistance and some housing programs into a Department of Development
Assistance (DDA), streamiining delivery of major Federal economic and
community development programs. Subseguently pursue legis}ation to
consolidate these Federal development assistance programs in DDA.

This option would combine in a single department a core set of current
and prospective economic and community development programs available to
governors, mayors, and other public and private officials seeking to
revitalize local areas and attract jobs and businesses to local areas.
It would not include those portions of block grants (other than CDBG)
that are used for economic developmént purposes. The economic develop-
ment programs in this Department will be grouped together around an
expanded EDA, and will be coordinated with other community development
and housing programs in the field. The department's organization

would provide senior policy level officials for both rural and urban
concerns. The option would transfer and increase the use of the
existing FmHA multi-county delivery system for small cities, towns and
rural areas. The option also includes a number of program consolidations
that will be implemented through separate legislation.

Organizational Changes*

" The following program authorities would be included in the Department

of Development Assistance (DDA): ’

Current Agency Programs
Agriculture: Farmers Home . Community facilities, water and
Administration sewer, Business and Industry

Loan programs, Industrial
Development grants

Commerce Economié Development Administration
Title V Regional
Commissions

The FmHA housing programs and county offices would :emain in t;herou ]
Agriculture Department under this option. Hoge::ié Zﬁzztzgﬁaisghndzr
’ ir inclusi in this option, an S qu

have urged their inclusion 1in O ' s e
i i uded, the entire FmHA delivery sy

review. If they were included, t » v :

not just the district offices -- would become the rural dellyery

system for the proposed department. The farm loan_prog;agiem

would remain in USDA and be delivered through the ASCS sy ‘
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Organizational Changes (continued)

Current Agency Programs

Community ‘Services Community economic development
Administration programs

HUD All programs

SBA Section 501 and 502

National Development Bank ’ All programs
(proposed)

OPTION 2: Group major discretionary Federal economic development programs
(except UDAG) into the Department of Commerce, leaving community develop-
ment and housing programs in HUD and Agriculture, and streamlining delivery
of these Federal economic development assistance programs. Subsequently
pursue legislation to consolidate these Federal economic development
assistance programs in Commerce.

This option would combine in a single department the major current and
prospective economic development programs available to governors,

mayors and other public and private officials to attract jobs and busi-
nesses to local areas. It currently does not include UDAG and those
portions of CDBG or other block grants used for economic. development.
The economic development programs in the Department will be grouped
together around an expanded EDA. This option would preserve the balance
of urban and rural economic development that currently exists in the
Department of Commerce. The option also includes a number of program
consolidations that will be implemented through separate legislation.

Organizational Changes*

The expanded Department of Commerce and Economic Development would
include the following programs:

Current Agency Programs
Agriculture: Farmers Home Business and Industry Loans;
Administration Industrial Development Grants
Commerce All programs
CSA Community Economic Development
Program; Industrial development
grants

The UDAG program would not be moved as part of this reorganization. It
is up for reauthorization in 1980,



Organizational -Changes (continued)

Current Agency Programs
SBA Section 501 and 502
National Development Bank All programs

(proposed)

PROGRAM CHANGES

Each of these options would make possible program changes that would
streamline further the Federal development assistance programs, but to
varying degrees. All of these program changes would require separate’
legislation and could be pursued simultaneously with the organlzatlonal
changes or be phased in over a period of time.

OPTION 1 would include:
(1) Consolidated economic development grant program including EDA

Title I, IV, IX, Secs. 30l1(a) and 304; HUD UDAG; FmHA Industrial
Development Grants. )

(2) Consolidated economic development loan program building on the
proposed National Development Bank. (National Development Bank
programs; EDA Title II Business loans; FmHA Business and Industry
loan guarantee program; SBA 501 and 502 loans to State and local
development corporations.)

The consolidated economic development grant and loan programs would be
discretionary. Separate urban and rural allocations would be provided.
The consolidated programs could be introduced as the Administration's
EDA reauthorization bill, which comes up this year. Both programs
would be administered by an expanded EDA.

(3) Consclidated development planning assistance programs (EDA 301(b),
EDA 302(a) (b); HUD 107, 701; FmHA 111) funding an 1ntegrated
development priority-setting process.

(4) Streamlined planning requirements of the programs within the DDA,
as well as some programs left outside it (e.g., transportation,
EPA water and sewer, and employment and training).

(5) Consolidated rural development into two programs:

° One for rural community development loans (FmHA water
and waste disposal and community facilities loans); and

° one for rural community development grants (FmHA water
and waste disposal grants, and Community Development Small
Cities grants).



" OPTION 2 would include:

{1) Consolidated Economic Development Grant Program including all
programs included in Option 1, except UDAG.

(2) Consolidated. Economic Development Loan Program including all
programs included in Option 1.

The consolidated economic development grant and loan programs would be
discretionary. Separate urban and rural allocations would be provided.
The consolidated program could be introduced as the Administration's
EDA reauthorization bill, which comes up this year. Both programs would

be administered by an expanded EDA.

(3) Consolidated economic development planning a551stance in
Commerce (EDA 301(b), EDA 302(a) (b)
and consolidated community development planning assistance
programs in HUD (HUD 107, 701).

(4) Streamlined planning requirements of the programs within HUD
and Commerce, as well as some programs left outside them (e.g.,
transportation, EPA water and sewer and employment -and training).
We expect that the administrative aspects of streamlining the
HUD and Commerce planning reguirements would be somewhat easier
under Option 1.
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THE WHITE HOUSE

The President met this afternoon with his advisors:
on reorganization and with members of his senior staff
to discuss the gedrganization agenda for this year. - -

The principal reorganization proposals discussed
involved the area of natural resources and economic
and community development. In both of those areas the
President indicated a concern about existing duplication
and inefficiencies and a general desire to move toward
increased program consolidation.

The President made no decisions on what legislative
actions he might recommend. Be directed the OMB and
White House staffs to review the proposed actions with
members. of Congress, state and local officials, and
interested private groups and organizations. He asked
that this consultation process be completed over the
course of the next several weeks and that a report be
presented to him. The President indicated that after
receiving the report he would promptly make final dec1-
sions and recommendations to Congress.
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THE WHITE HOUSE
WASHINGTON

_ vFebruary 2, 1979
- ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM TO FRANK MOORE
FROM: BOB THOMSON

SUBJECT: REORGANIZATION CONSULTATIONS

1. WHO WAS CONSULTED

Since the reorganization plan meeting with the President two

weeks ago, I have talked with 21 key Senators and the senior

staff from all the major affected Committees except Agriculture.

They include the following, arranged by committee (note duplications):

a. Agriculture

McGovern - Acting Chairman
Leahy - Member

b. Appropriations

Magnuson - Chairman :
Stennis - past Chairman, Public Works Subcommittee
Proxmire - Chairman, HUD-Independent Agencies
Eagleton - Chairman, Agriculture

Johnston - Chairman, Public Works

Huddleston - Member

Leahy - Member

Bumpers - Member

Hatfield - Ranking Minority, Public Works
Stevens - Ranking Minority, Agriculture
McClure - Member

Proctor Jones - Clerk, Public Works

Dick Lieberman - Clerk, Agriculture

c. Banking, Housing and Urban Affairs

Proxmire - Chairman
Garn - Ranking Minority
Ken McLean - Chief Counsel

d. Commerce, Science and Transportation

Cannon - Chairman
Magnuson — Member
Ford - Member

Packwood - Ranking Minority
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Aubrey Sarvis — Chief Counsel
e. Energy and Natural Resources

Jackson - Chairman

Johnston - Member

Bumpers - Member

Ford - Member

Hatfield - Ranking M1nor1ty
McClure - Member

Domenici - Member

Stevens - Member

Dan Dreyfus - Staff Director

f. Environment and Public Wofks

Randolph - Chairman

Hart - Member

Stafford - Ranking Minority
Domenici - Member

Phil McGance - Randolph staff
John Yago - Staff Director

2. METHODS AND PROCEDURES

I viewed each interview as an opportunity to convince the Senator
or staff member that reorganization was needed. In each case,

I began by pointing out the general advantages of consolidating

the federal government's economic development and natural resources
programs.

On natural resources, I explained the three parts of the proposal
that are most critical - the Forest Service transfer, NOAA
transfer and the water proposals. I invited the Senator or

staff member to comment on each part.

On economic development, I explained the President was considering
two options. I noted the HUD option was the one recommended

by the PRP. It became apparent after the first interviews that
Senators were biased heavily against HUD, so in subsequent
interviews, I stressed that HUD would have an Undersecretary for
rural affairs as well as urban affairs, and stressed the

advantage of having the UDAG and EDA programs under the same

roof as the PRP has recommended.

3. CONCLUSIONS
In evaluating the results of the interviews, I have made allowances

for the natural tendency of Senators to oppose anything new or
any proposal that would bring political heat to bear upon them.
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I have also taken into account the efforts of some Senators

to influence the President's decision with excessively tough
talk and threats. Conseguently, the effort was one of judging
the degree and sincerity of negative comments and guessing
whether or not the Senator could eventually be persuaded to
support one or both plans.

My conclusions are as follows:
a. The Impact of Submitting Both Plans

It is inconceivable that the President would send both DDA and
DNR to the Hill at this time in their present forms. The major
reason is their combined impact on the Agriculture Department.

Under both plans, the Department would lose up to 1/3 of its
employees. 1Its largest agency, the Forest Service, would be
transferred to DNR. Its agency with closest contact to farm :areas,
FmHA, would go to DDA. The Department would lose all its water
policy and construction functions when SCS water programs go to
DNR and the Corps.

The Senators with agriculture jurisdiction or constituencies

all stressed that farmers are not now the most complacent segment
of our society. They predict the reaction to both plans would be
extreme, intemperate and, in some cases, violent. None would
support both plans taken together, with the possible exceptlon

of Senators Huddleston and Leahy.

There are 24 Democratic Senators up for reelection in 1980. Five
of them are from farm belt states (McGovern, Eagleton, Culver,
- Bumpers and Bayh). Among these 5 are the acting Chairman of

- the Agriculture Committee and the Chairman of the Agriculture
Appropriations Subcommittee. Another 10 of the 24 came from
states where farm groups and the agriculture industry are powerful
political forces (Stewart, Church, Cranston, Ford, Hart, Leahy,
Magnuson, Morgan, Stevenson and Talmadge). Five of the 24 are
from western states where the DNR Bureau of Reclamation proposal
will be wviewed with alarm (Church, Cranston, Gravel, Hart and
Magnuson). Judging from my interviews, I predict that none of the
Democratic Senators mentioned above can politically afford to
support both plans, with the possible exception of Leahy who is
concluding his first term.

I believe all 42 Republican Senators would oppose both plans if

they are submitted together in the present forms. Senators McGovern
and Eagleton believe Senator Dole would be the leader of the
opposition. Baker would compete for the honors. Even those few

GOP Senators that are not Presidential candidates would immediately
recognize the enormous political impact both plans would have on
farm state Presidential prospects in 1980.
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b. DNR

As expected, the proposed Department of Natural Resources
reorganization plan is the most controversial. The major
problem is the image of the Interior Department as an
environmentalist, "lock-up" agency.

The Forest Service transfer is mentioned as the most controversial
by the largest number of Senators. All the westerfi Senators

fear the timber lobby. Many mentioned the potent force of the
forest rangers in the local communities. Many of the rangers

have made known their opposition to the plan already. Some
Senators stressed the advantages of having two competing land

use agencies - the BLM and Forest Service.

The water policy and construction transfers were the second most
frequently mentioned. Senators Stennis and Johnston are very
disturbed and would solicit (and probably receive) leadership
support to defeat the plan. The Majority Leader has not
forgotten the Public Works veto last year. The major problem is
the transfer of policy and planning from the Corps. .

The agriculture Senators (e.g., Bumpers) were negative on the SCS
transfers as expected, but not impossibly so. Also as expected,
the western Senators opposed transferring BuRec construction

to the Corps (e.g., Hart). However, the opposition is less
intense. Dan Dreyfus, Senator Jackson's key aide favors the
transfer.

Only Stevens and Magnuson mentioned NOAA as being a problem.

The other Senators had an open mind or expressed support once the
advantages were explained to them. T believe Magnuson would
respond to reassurances about the NOAA transfer and could be
convinced not to actively support a resolution of disapproval.

On the other hand, Stevens is solidly in the Hollings camp.

c. DDA

Despite my attempt to stress arguments favoring DDA as proposed,
almost every Senator criticized the HUD option. The Department's
image is not good. It was accused of inefficiency and
unresponsiveness. Only a few Senators mentioned a problem with
the Department's urban bias. Several Senators are still upset
over last year's consolidation of HUD regional offices. Few

Senators have analyzed the proposed National Development Bank in
any depth. '
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The Commerce Committee. Senators were alarmed at the prospect

of the EDA transfer, although few had kind words for the Commerce
Department. Some questioned the utility of moving EDA from an
environment where it works to one where success is questionable.

Surprisingly, few Senators opposed the concept of transferring
FmHA to a new agency, although many questioned the overall
impact of both plans on the Agriculture Department as noted
above. Senator Eagleton was a particularly harsh critic

of moving FmHA, but he said he could survive it politically.
Many of the Senators from rural states (e.g., Garn, Bumpers)
felt uneasy about the FmHA transfer, but were very aware of
the advantages of one-stop shopping.

In general, Senators are not as negative about DDA. However,
virtually all of them voiced preference for doing something.in
Commerce rather than HUD.

4. RECOMMENDATIONS

I recommend the President take the advice most. clearly enunciated
by Senators Ford and Hatfield to proceed with a more modest
approach. The impact on the Agrlculture Department must be
measured carefully.

Some form of economic development reorganization is worth a try.

If it is possible from a policy standpoint, the effort should be
organized in Commerce. This would give us some chance of success.
I believe it is less likely that a Department of Developmental
Assistance organized around HUD can win approval. Nevertheless, it
is not 1mp0551ble.

Most of the DNR proposal should be deferred. I believe we may be
able to succeed moving NOAA to Interior with hard work. Likewise,
we may succeed closing out the BuRec construction function and
transferring it to the Corps. From a policy standpoint, this
would have the advantage of removing much of the incentive for
BuRec officials to constantly press for new projects to keep their
construction division busy and would centralize most of those
pressures in the Corps. Most agree that the Corps is a more
efficient construction agency anyway.

The President should not attempt the Forest Service and SCS
transfers before the 1980 elections, particularly if he sends
up the FmHA transfer in the DDA package this year.

5. PLAN vs. LEGISLATION

Senators Ribicoff, Percy, Magnuson and McClure all believe the scope
of both proposed reorganizations is beyond the reorganization
authority granted the President in the Act. The Reorganization

Act of 1977 states, "A reorganization plan may not provide for,
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and a reorganization under this chapter may not‘have the effect of
creating a new executive department...." (Emphasis added.)

The Senators' preliminary opinion is that the DDA plan, as proposed
by the PRP, violates this prohibition. In defending DDA, we have
stressed the fact that HUD would become a rural, as well as urban,
agency. The Governmental Affairs Committee cites this as evidence
that HUD's mission will be changed substantially. Therefore, they
reason, we are, in effect, proposing the creation of a "new
executive department”.

I believe the Committee would be less inclined to raise this
objection if a "Commerce option" were proposed. However, this
should be confirmed with Chairman Ribicoff and Senator Percy
before a plan is sent up. ' If they still disapprove, the
President may have to consider sending the plan up as legislation.

I understand much of the DPS proposal for a "Commerce option" would
center upon legislation creating the National Development Bank. It
may be possible to reduce Banking Committee opposition to establish-
ment of a National Development Bank in Commerce by encouraging an
agreement on jurisdiction between the Banking and Commerce
Committees and by an intense lobbying effort among Banking Committee
members.

Of course, defeat of a reorganization plan on the Senate floor
because it was too broad would limit, by precedent, employment of
reorganization authority in the future. Moreover, such a defeat
would hurt our chances of gaining an extension of reorganization
authority when the current act expires.



SUMMARY OF CONSULTATIONS

SENATOR JACKSON

On DNR, the Senator said the Forest Service transfer was
‘terribly provocative. He cited Foley's concerns. He personally
favors the transfer, but he implied the political heat may be
more than even he can stand. The key, he said, was how the
lands division of DNR could be insulated from environmentalists
currently at Interior. He expressed confidence in Secretary
Andrus, but said the perceptions were that Interior was too
environmentalist to be entrusted with the Forest Service.

He had no concerns about NOAA, but said the water shifts would
be a "bitch". He said he would support a modest plan, but
implied he could not be counted on for leadership.

Jackson's key staff member has said privately that under no
circumstances would the Senator support the full DNR proposal.
The forest products industry is too strong a force in Washington
state. '

SENATOR MAGNUSON

On DNR, the Senator now opposes the transfer of NOAA. He believes
Interior is too environmentalist oriented to encourage development
of ocean resources. He is less concerned about the Forest Service
and water transfers, although Congressman Foley left his office
just before I arrived for my appointment.

The Senator believes both plans are too broad to be dealt with
under reorganization authority. He believes they should be
submitted as legislation so the Congress can "tinker with" the
new concepts.

SENATOR EAGLETON

Generally, the Senator was shocked at the impact both plans would
have on the Agriculture Department and fearful of the consequences
in 1980. He did not see how any of the farm state Senators up

for reelection could support both plans. His objections are
mainly political, although he believes the current SCS water
policy function would get lost in DNR. The Forest Service and

SCS transfers would cause a "firestorm". He seemed less concerned
about the Forest Service; however.

The Senator stated that if DDA surfaced at the same time as DNR,

the farmers would go crazy. The FmHA transfer would be particularly
troublesome, although he feels he could survive unless he were the
only farm state Senator to support it. He stated the political
disadvantages for you would be very great and could cost you every
farm state in 1980.



SENATOR BUMPERS

The Senator agrees that some reorganization is desirable. On

DNR, “he thinks you will "catch hell" for moving the Forest Service.
He said the forest industry in the south is paranoid about
Interior.

He agrees with the thrust of the water proposal, particularly as
it affects the Corps. However, he says the SCS transfers will
cause him trouble politically in 1980. He has no opinion on
NOAA. . .

On DDA, he favors the Commerce option. He will oppose moving
EDA out of Commerce. The FmHA is not popular in his state,

so there will be a minimum of political fallout over that
transfer. The Senator said he could actively support the
Commerce option if we gave him the cost savings and efficiency
figures. We must have good figures on benefits to rural areas.

SENATOR McGOVERN

Generally, the Senator had no doubt that both plans were logical,
efficient and economical. However, he would be forced to oppose
the DNR proposal for political reasons since he is now in charge

of the Agriculture Committee until the Chairman's return. The
Forest Service proposal was particularly troublesome to him, but
"he was also concerned about transferring the SCS water functions.
He strongly favors the eventual transfer of nutrition and food
functions to Agriculture, but sees no short term political benefits
for him in 1980 since the nutrition reorganization proposal is some
distance down the road.

He was less familiar with the DDA options and not as negative.

The FmHA transfers worry him, but he accepts the argument that

rural areas could benefit from one-stop shopping. He sees no political
difference between the HUD and Commerce options, but sees an

advantage in having the UDAG and EDA programs under the same roof.

SENATOR HUDDLESTON

The Senator was positive on both plans. He said reorganization:
was needed and "someone must take the bull by the horns".

He said there -had been no discussions in the agriculture

committee on DNR. He stated some kind of consolidation was needed
and indicated he had an open mind on the Forest Service. He said
Secretary Andrus' image could pose problems. He voiced mild
support for the water proposals.



Senator Huddleston was even more positive on DDA. He said he
- could live with the HUD option, but would like to see funds
formally committed within the agency to rural development.

SENATOR McCLURE

On DNR, the Senator has no strong feeling about the NOAA transfer,

but opposes the rest. He said the Forest Service transfer would

be one of the most politically explosive fights of your Administration.
He would be in the middle of it. He cited Interior's record as an
environmentalist agency and spoke in favor of two competing land

use agencies.

On water, he professed no strong feeling about the Bureau of
Reclamation or Corps transfers, but adamantly opposes the SCS
transfer. He reasons that SCS applies the "farmer's criteria"
to water policy. :

He suggested several modest legislative alternatives to reorganization

and stated that DNR would be an "abuse" of your reorganization
authority. He believes such a proposal should come up as legislation.

SENATOR STAFFORD

Generally, the Senator supports reorganization, as long as rural
areas do not suffer. He is not as negative as Randolph on

DDA, and sees no distinction between the HUD and Commerce option;
politically. ‘

He stated he could not support the plan if Randolph was strongly
opposed, however. The Senator believes the appointments you make
to the rural side of DDA could diminish the controversy, if they
became known early enough.

SENATOR FORD

The Senator stated the Commerce Department option for developmental
assistance reorganization sounded much better to him. He said

the major problem with the HUD option was the Department's image

of inefficiency and the Secretary's reputation as an urban figure.
He asked why EPA water and sewer grants were not included, but
seemed relatively satisfied with the explanation. Generally,

he did not feel strongly about this reorganization proposal.

As for DNR, the Senator expressed concern about the impact on
the Agriculture Department. He did not register specific
objections about the transfer of NOAA and the Forest Service

to DNR. However, he stressed that Carl Perkins' opposition to
the water policy aspect of the proposal would make it difficult



for him to support it.

Generally, he advocates reorganization. However, he urged
you to decide on a more modest option and rely heavily on
creation of the Department of Education to fulfill your
commitments to reorganize.

SENATOR LEAHY

Generally, he has not paid much attention to reorganization.
He insisted that neither plan should adversely affect rural
areas, but responded well to arguments that the plans could
help the smaller towns and counties.

As for DNR, Leahy fears SCS advocates will be a major opposition
force on water policy. He does not oppose the NOAA transfer

and had no significant comment on the Forest Service. He
mentioned he could be an ally on DNR, mainly because he favors
the water policy. proposals.

Regarding DDA, he noted that HUD's performance is poor, but

he had no love for Commerce either. He favored the transfer
of EDA and would not object to the FmHA transfer. He is a-

potential ally here, as well.

SENATOR HATFIELD

The Senator said the DNR proposal makes imminent good sense, but
was not achievable in its present form. He thinks we could win

on NOAA, but could not succeed on removing the policy and planning
function from the Corps. He sees a vicious battle if we go
forward with the latter proposal. The Senator's reaction was
mildly favorable to transferring the Forest Service, but doubted
whether he or Chairman Jackson could publicly support such a plan.

The»major problem the Senator sees is Interior's environmentalist
image. He pointed out that this problem could be partially solved
if you signalled your intention to app01nt relatlvely pro-
development people to senior positions in DNR.

The Senate recalled that, as Governor of Oregon, he launched a
sweeping reorganization of state government, but only succeeded
when he used a gradual, piecemeal approach. He suggests you
follow the same course.



SENATOR JOHNSTON

The Senator promised "to pull out every stop" in opposition to
the water policy changes in DNR. He predicted that both GOP
and Democratic leadership would join him and hand us a crushing
defeat. He sees the proposal as a direct attack on the water
policy system established by Congress over the years. He
claims to be far more incensed about this proposal than he was
about the public works veto last year. He has begun organizing
opposition within the Senate and within the industry, although
I believe these efforts are not far along. He indicated he was
now inclined to support your budget figures on water projects,
but would not do so if you sent up the plan.

Much of what the Senator said about water policy was bluster,
intended to scare you out of submitting the water policy
proposal. His staff member who is strongly opposed had briefed
him well. Nevertheless, he will fight hard against the plan.

Significantly, the Senator stated he had an open mind on the
Forest Service and NOAA transfers, and was now only mildly opposed.

SENATOR DOMENICI

The Senator suggested you forget the DNR proposal. Taken as a
whole, it would be terribly controversial. He was ambivalent

on the NOAA transfer and, surprisingly, supportive of the

water proposal. However, he believes the Forest Service transfer
would be a disaster. He favors two competing land use agencies
(BLM and Forest Service). '

Interior's image as an environmentalist agency is his chief
concern.

SENATOR STEVENS

The Senator said he might support the DNR water consolidations,
but would oppose the rest of the plan. His criticisms of
Interior were harsh. He was particularly adamant about the
NOAA transfer. He has told Senator Hollings he will help fight
the NOAA transfer. He has introduced a bill to establish a
full cabinet level Department of the Oceans.



SENATOR GARN

On DDA, the Senator could be supportive if we succeed in
convincing his staff member, Skip Glines, of its value to
smaller communities. From his experience as Mayor of Salt Lake
City, he appreciates the concept of one-stop shopping. His
firest reaction to the FmHA transfer is negative, but he can

be convinced.

He is very negative about HUD,: ! howéver . even though he is
Ranking Minority on the Department's oversight committee. He
is still bitter about closure of the Salt Lake City HUD office.

On DNR the Senator stated the climate in his state was so
fiercely anti-federal government that such a plan could provoke
violence. He favors two competing land use agencies and
strongly opposes transfer of the Forest Service. His opposition
is intense to the water policy changes, but he might be sold

on the BuRec transfer if the figures were good and there was
some effective PR work in Utah.

SENATOR RANDOLPH

The conversation was very brief. He reiterated his strong
opposition to any EDA transfer.

SENATOR PROXMIRE

The Senator is an enthusiastic supporter of both plans as proposed
by the PRP. He 1is particularly happy with the DDA proposal.

SENATOR STENNIS

Although he claims he has not heard from the Corps on DNR, he
is fearful of the plan's impact there. The Senator is "very
serious" in his opposition. His position has "hardened" on the
water policy issues. He would oppose the BuRec transfers as well.

A major concern is that the Corps policy and planning unit at
Vicksburg would be adversely affected by DNR. The Senator is
confident that he and Senator Johnston can prevail in the Senate
on a resolution of disapproval.

SENATOR PACKWOOD

The Senator is not a believer in reorganization. On DDA, he says
HUD is a poorly-run agency, second only to HEW in that regard.
'He would favor the "Commerce option" among the two, but really
did not like either.

-



On DNR, his initial reaction to the water policy proposals
was favorable. He stated that the Forest Service was a "far
better agency" than the BLM, and he would oppose the transfer.
He has no opinion on NOAA.

SENATOR HART

The Senator has already given a great deal of thought to the DNR
proposal. He points out that the Forest Rangers have dug themselves
into the local communities and could be a potent lobby against

the plan. He recognizes the basic good sense of the Forest

Service transfer and would support it if at all possible. He

made it plain, however, that his support of such a plan would

hurt him badly.

On water, the Senator believes westerners will strongly resent

loss of BuRec construction functions. The Corps has a negative
image according to Hart. Because of past conflicts, any initiative
by the Administration in this area will be suspect.

On NOAA, his only concern was that the Boulder weather facility
not be moved.

The Senator's initial position will be that some reorganization
of natural resources programs is necessary, but that he will
be skeptical of the specifics until later.

On DDA, Senator Hart says HUD is poorly run. Commerce is not
a model of efficiency either, but better than HUD he says. He
would favor the "Commerce option". He could be a supporter of
economic development reorganization based in Commerce since

he enthusiastically supports the concept of one-stop shopping.

He will need documentation on improved efficiency and figures
on savings, and proof that a National Development Bank at Commerce
would still .achieve some of the benefits of one-stop shopping. h

e il
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